Arizona Administrative Register
Notices of Final Rulemaking

NOTICES OF FINAL RULEMAKING

The Administrative Procedure Act requires the publication of the final rules of the state’s agencies. Final rules are those which
have appeared in the Register st as proposed rules and have been through the formal rulemaking process including approval by
the Governor’s Regulatory Review Council. The Secretary of State shall publish the notice along with the Preamble and the full
text in the next available issue of the Arizona Administrative Register after the final rules have been submitted for filing and

publication.
NOTICE OF FINAL RULEMAKING
TITLE 2. ADMINISTRATION
CHAPTER 6. DEPARTMENT OF ADMINISTRATION
PUBLIC BUILDINGS MAINTENANCE
PREAMBLE
1. Sections Affected Rulemaking Action

Article § Renumber
Article | New Article
R2-6-101 Renumber
R2-6-101 New Section
R2-6-102 Renumber
R2-6-102 New Section
R2-6-103 Renumber
R2-6-103 New Section
R2-6-104 Renumber
R2-6-104 New Section
R2-6-103 Renumber
R2-6-105 New Section
R2-6-106 Renumber
R2-6-106 © New Section
R2-6-107 Renumber
R2-6-107 New Section
R2-6-108 Renumber
R2-6-108 New Section
R2-6-109 Renumber
R2.6-109 New Section
R2-6-110 New Section
R2-6-111 New Section
R2-6-112 New Section
R2-6-113 New Section
R2-6-114 New Section
Article 2 Repeal

Article 2 Renumber
R2-6-201 Repeal
R2-6-201 Renumber
R2-6-202 Repeal
R2-6-202 Renumber
R2-6-203 Repeal
R2-6-203 Renumber
R2-6-204 Repeat
R2-6-204 Renumber
R2-6-203 : Repeal
R2-6-203 . Renumber
R2-6-206 Repeal
R2-6-206 Renumber
R2-6-207 Repeal
R2-6-207 Renumber
R2-6-208 Repeal
R2-6-208 Renumber
R2-6-20%9 Repeal
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R2-6-205 Renumber
R2-6-210 Repeal
R2-6-211 Repeal
R2.6-212 Repeal
Article 3 Renumber
Article 3 New Article
R2-6-301 Renumber
R2-6-301 New Section
R2-6-302 New Section
R2-6-303 New Section
R2-6-304 New Section
R2-6-305 New Section
R2-6-306 New Section
R2-6-307 New Section
R2-6-308 New Section
R2-6-309 New Section
R2-6-310 New Section
R2-6-311 New Section
Article 4 Repeal
Atticle 4 New Article
R2-6-401 Repeal
R2-6-40% New Section
R2-6-402 New Section
R2-6-403 New Section
R2-6-404 New Section
R2-6-403 New Section
R2-6-406 New Section
R2-6-407 New Section
R2-6-408 New Section
R2-6-409 New Section
R2-6-301 Renumber
R2-6-501 Amend

2. The specific autherity for the rulemaking, including beth the authorizing statute (general) and the statutes the rules are
implementing (specific):
Authorizing statute: AR.S. § 41-621(Q)

Hmplementing statutes: A.R.S. § 41-791(D)

3. The effective date of the rules:
September 16, 1997

4. Alist of all previous notices appearing in the Register addressing the final rule.
Notice of Rulemaking Docket Opening: 2 A A.R. 3556, August 9, 1996,

Notice of Proposed Rulemaking: 3 A.AR. 1444, June 6, 1597,

5. The name and address of agency personnel with whom persons mav communicate regarding the rulemaking:
Name: Scott Cooley

Address: Department of Administration
1400 West Washington, Suite 270
Phoenix, Arizona 835007

Teiephone: (602) 542-2015
Fax: (602) 542-1486

6.  Anexplanation of the rule, including the agency’s reasons for injtiating the rule;
The Department of Administration (Department) is updating and reorganizing this Chapter. Rules of general applicability in
Article 2 are being repealed and replaced by a new Asticle 1 which is more readable. Traffic and parking rules are bemg moved
from Article 1 to Article 2. The severability rule is being moved from Article 3 to Article 5. A new Article 3, governing solicita-
tion on state property, is proposed to clarify time, place and manner restrictions on solicitations. The Depanment no fonger has’

statutory authority over the subject matter of Article 4, energy conservation and solar design standards. Accordingly, Article 4is .

being repealed and replaced with a new Article 4, governing special events on state property. The new Article 4 clarifies time,

place, and manner restrictions on special events. All sections in Chapter 6 are being updated to reflect current rule drafting style. .. S B

7. A showine of good canse why the rule is necessary to promote a statewide interest if the rule will diminish a previous rant nf';::.' e

authority of a political subdivision of this state:
Not applicable.
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8  The summary of the economic, small business, and eonsumer impact:
Minor modifications to the Chapter improving readabikity will make the rules easier to use. Small businesses and consumers
will benefit because it takes less time to read the rules. Small businesses also benefit from the ability to solicit business or hold
special events, to the extent that these activities are permitted under the rules.

9. A description of the changes between the roposed rules, including supplemental notices. and final rules {if applicabie):
The changes between the proposed rules and the final rules are minimal. The only comments received regarding the rulemaking
came from within the Department of Administration. All of the changes suggested through internal comments were incorporated
in the rutes. The differences between the preposed rule and final rule include:

* Grammatical and punctuation changes throughout;

* Deieted language in R2-6-102, regarding building hours, and renumbered remaining rules;

* Deleted Janguage in R2-6-103, regarding a closed hours register, and renumbered remaining rules;

* Added languages to R2-6-105 to permit state employees to use bicycles for transportation to and from waork;

* Replaced tanguage in R2-6-112 with new fanguage prohibiting smoking unless the smoker is in a designated smoking area or
exempt under A.R.8. § 36-601.02(B);

» Deleted clause in R2-6-301(1) regarding organizationai and grievance activities;

» Shortened the timeframe in R2-6-403(B) and (C), and R2-6-404(A), (E), and (F) to 2 days;

¢ Added language to R2-6-407(A)(3) to require an applicant to provide a certificate of insurance: and

* Added language to R2-6-407(D} to require that a sponsor list the State of Arizona as an additional insured.

10. A sommary of the principal comments and the agency response to them:
The Department received 8 comments on the proposed rules. These comments resulted in the changes discussed in item 9 above.

11. Any ather matters prescribed by statute thaf are applicable to the specific agency or to any specific rule or class of rules:
Not applicable,

12. Incorperations by reference and their focation_in the rule:
Not applicable.

13. Was this rule previously adopted as an emergency rule?

Not applicable.

14. The full text of the rules follows:

TITLE 2. ADMINISTRATION

CHAPTER 6. DEPARTMENT OF ADMINISTRATION
PUBLIC BUILDINGS MAINTENANCE

ARTICLE 1. GENERAL R2-6-202: Loitering
Section R2-6-202 R2-6-302 Parking areas
%%;%-}g; %%@Bevm o R2:6:203 R2-6-403 Special Assignment Parking Permits
R2.6-103 A‘—“ﬁ—m——&m] - o R2-6-204- Q‘I‘Gﬁeé—hﬂafs’—reg-ister- )
R2-6.104. Ar:i‘:;l:ﬁs Buildings or Grounds R2-6-204 R2-6-164 Operation of Vehicies on State Property
R2-6-105. Bicycles, Rollerblades, Rollerskates and Skate. R2-6-265: 5 g '
boards .
R2-6-106.  Electrical or Plumbing Systems R2-6-205 R2-6-105.Penalties L ] o
R2-5-107. Heating or Cooling Equipment R2-6-206. %Wﬁmbm@mﬂmmam
R2-6-108.  Noise R2.6.206 &pﬁfeg‘&l ]
R2-6-109. Plants 32-6-206 i’é-é»%@é. Jmpoundment
R2-6:110.  Roofs R2-6-20%
R2:6-111.  Signs Hols
R2-6:112.  Smoking R2-6-207R2-6-16%. Hearings
R2-6-113 Waste R2-6-208: tbi 7
R2-6-114, Windows R2-6-208R2-6-10% Rehearing
RZ-6-209:  Entrpio-roofs
ARTCLE2IN-GENERAL R2:6-209 R2-6-169 General Information

ARTICLELARTICLE 2 TRAFFIC AND PARKING k26210
R2-6-201 R2-6-181. Definitions R-6-212:  Flowers;plents-shrubs-ortree-remeval
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ARTICLE 3. SOLICITATION

R2-6-301. Definitions
R2-6-302. Unauthorized Soligitation Prohihited
R2:-6-303,  Application
R2-6-304. Progessing Procedure
R2-6-303. Permit Issuance; Denial
R2-6-306.  Bulletin Boards
R2-6-307. State Resources
R2-6-308, Work Sites
R2-6-309, Exemptions
R2-6-316. Revocation
R2-6-311. Review of Denial or Revocation
ARFICLE-4-ENEREGY-CONSERVATION-AND-SOLAR-
DPESIGN-STANDARDS
ARTICLE 4 SPECIAL EVENTS
R2-6-401. Definitions
R2-6-402. Unautherized Special Event Prohibited
R2-6-403. Apblication
R2-6-404. Processing Procedure
R2-6-403, Permit Issuance: Denial
R2-6-406. Maonitors
R2-6-407. Risk Management
R2-6-408. Revocation
R2-6-409. Review of Denial or Revocation

ARFICEEIARTICLE 5. SEVERABILITY

R2-6-304.R2-6-501 Validity of Rules
ARTICLE 1. GENERAL

R2-6-101.  Definitions

The following definitions annly in this Chapter:

1. “Apgency” has the meaning set forth in ARS. 8§ 4]1-
1001,

“Department” means the Department of Administration.

“Director”_means the Director of the Department of

Administration or the Director’s designated agent.

“Person” has the meaning set forth in AR.S. § 1-215 but

includes an agency. unless the agency is listed in AR.S,

§ 41-791(BY(3).

“State building” means a building under the jurisdiction

of the Director.

6. “State property” means those buildings or grounds

under the jurisdiction of the Director.

R2-6-102. Alcohgolic Beverages
A person shall not possess or consume aleoholic beverases on
state property,

R2-6-103. Altering Buildings or Grounds
A person shail not siter, remodel, or redecorate state prope
without prior approval from the Director.

R2.-6-104. Animals
A person shall not bring animals, other than an snimal guide or

service snimal, onto state property without prior approval from the
Director.

fp
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R2-6-105, Bicycles. Rollerblades. Rollerskates, and Skate-
boards

A person shall not use or operate bieveles, rollerblades, rolier-
skates. or skateboards on state property, uniess that person is an

October 10, 1997

Page 2739

Notices of Final Rulemaking

on-duty police officer on bicycle patrol or a state emploves using a
bicycle for transportation to and from work.

R2-6-166. Electrical or Plumbing Systems
A person shali not install or modify an electrical or plumbing svs-

tem on state property. or any part of such a system without prior
approval from the Director,

R2:6:107,  Heating or Cooling Equipment

A person shall not tamper with or adjust heating or cooling equin-
ment or controls on state property without prior approval from the
Director.

R2-6-108. Noise
A person shall not create lond noises on state property which inter-
fere with the work of an empioyee or daitv business of an agency.

R2-6-109.  Plants

A _person shall not pick, cut. or remove flowers, shrubs, trees, or
other plants or parts of plants from state property without prior
approval from the Director,

R2-6-110. Roofs

A person shall not be on the roof of a state building without prior
approval from the Director,

R2-6-111. Signs
A person shall not install a sien of any type on state property with-
out prior approval from the Director.

R2-6-112. Smoking

A person shall not smoke in a state building uniess the person ig in
a2 designated smoking area or exempt under ARS. § 36-

601.02(B).

R2-6-113. Waste

A. A person shall not leaye sarbage. litter, trash. buman or
animal waste, or any other kind of waste on state propertv
unless the waste is deposited in 2 container the Department
maintains for that kind of waste,

B. A person shall not deposit waste collected from a private
residence or commercial business on state property.

R2-6-114. Windows

A person shall not open windows in air-conditioned state build-
ings without prior approval from the Director,

ARFCEE2-IN-GENERAL

ARFICEE-LARTICLE 2. TRAFFIC AND PARKING

Rd-6-101:R2-6-201. Definitions

No change,
R2-6-202:

‘ . N

d
P 3. T <

R2-6-102.R2-6-202. Parking areas
No change.
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R2-6-103:R2-6-203. Special Assignment Parking Permits
No change.

R2-6-%04:R2-6-204. Operation of Vehicles on State Property
No change,

R3-6-185-R2-6-205. Penalties
No change.

R2-6-106:R2-6-206. Impoundment

No change.
Lt E henti . ;

R2-6-267:

£3-6-407:R2-6-207. Hearings
No change.

The s ) bibitod:

CANES G .

R2-6-108:R2-6-208. Rehearing
No change.

No change.
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ARTICLE 3. SOLICITATION

R2-6-301, Definitions

The following definitions apply in this Article:

1. ZSolicitation” means any activity which can be inter-
preted as being for the promotion, sale. or fransfer of
produets, services, memberships. or canses. Distribution
or_posting of advertising. circulars, flvers. handbills
leaflets, posters, or other printed information for these

purposes is solicitation.

ELd

Solicitation material” means advertising, circulars, fly-
ers, handbills, leaflets. posters, or ather printed informa-

tion,

“Solicitor” means the person conducting a solicitation,
“Work site” means anv location within 2 state building
where public emplovees or officers conduct the dajly

business of an agency. Cafeterias and break rooms are

not work sites,
R2.6-302. Unauthorized Seolicitationp Prohibited

A person shall not conduct a solicitation on state property without
express written permission from the Director,

R2.6-303, Application :

A. Any person who would like to conduct a solicitation on state
property may. apply for 3 permit by filing. either in person or

by mail, a Department approved solicitation application form

with the Director’s Office.

The completed application form shall be submitted at least 15

days prior to the desired date of the solicitation. A completed

applicgtion form is 1 which is legible and contains. at a

minimum, all of the following information:
1. Thename, address. and telephone number of the solici-

tor;

The proposed date of the solicitation and the approxi-
mate starting and concluding times:

The specific, proposed location for the solicitation;

A general description of the solicitation’s purpose;
Copies of solicitation materials to he used.

R2-6-304. Processing Procedure

A. Within 3 davs of receiving an application, the Department
shall notify the applicant that the application is either
complete or incomplete. If the application is incomplete. the
notice shall specify what information is missing.

B. An gpplicant with an incomplete application shall supply the
missing information within 5 davs after the date of the notics.

H the applicant fails to do so, the Department may deny the
ermit

Upon receipt of all missing information within 3 davs, as

specified in subsection (B). the Department shall noti the

applicant that the application is complete,

The Department shall not progess an application for g permit
until the applicant has fully complied with R2-6-303.

The Dirgetor shall render a permit decision no later than 3
days after receipt of a complete application. The date of
receipt is the postmark date of the notice advising the

applicant that the application js complete.

i
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‘F.. For_the purpose of AR.S § 41-1073, the Department
70 establishes the following permit timeframes:

o 1. Administrative completeness review timeframe: 3 days,
- Z Substantive review timeframe: 3 days.

3. Querall timeframe: 6 days.

R2-6-305. Permit Issuance; Denial

‘A. Prior_to issuing 2 permit the Director shall review the
" application.

’ ,1_3.-.' The_Director may Issue a permit to an_spplicant who has
- complied with the application requirements in R2-6-303;
'C. The Director may deny a permit for 1 or more of the
The solicitation interferes with the work of an emplovee
or daily business of an agency;

The solicitation_conflicts with the time, place, manner,
or duration of other events or solicitations for which per-
mits have been issyed or are pending;

The solicitation creates a risk of injury or illness to per-
sons or risk of danger to property:

The applicant has net complied with the requirements of
this Article.

A permit shall pot be issued garlier than 60 days prior to the
solicitation.

When the Director denies a permit, the Department shali send
the applicant a written notice explaining;

The reason for denial, with citations to supporting stat-
utes or ritles;

The applicant’s right to seek a hearing to challenge the
denial;

The applicant’s right to request an informal settlement
conference under A.R.S. § 41-1092.06; and

The time periods for appealing the denjal.

R2-6-306. Bulletin Boards .

The Director shall desienate at least 1 bulletin board for
solicitation material in each state building,

A_person. conductine a_solicitation shall post solicitation
material on bulletin hoards designated under subsection (A).
The Department shal] remove soliciation material that is
eutdated or improperly, posted,

R2-6-307, State Resources
A person shall not use state materials, supplies, or eguipment or

other resources, such as payroll stuffing or interoffice mail, to con-
duct a golicitation,

R2-6-308, Work Sifes

Except for posting solicitation material on a bulletin board desig-
nated under R2-6-306, a person shall not conduct a solicitation ata
work site.

R2-6-309, Exemptions

This Article does not apply 1o the following state programs:
The State Deferred Compensation Program.

The State Employees Charjtable Campaign.

The 11.S. Savines Bond Drive.

The United Blood Services Blood Drive.

The Capitol Rideshare Commuter Club.

The Capitol Rideshare Clean Air Campaign,

The Emplovee Wellness Program.

Employee recognition programs of each agency subiect
to these rules,

R2-6-310. Revocation
A. The Director may revoke a permit for failure to comply with
this Article or other applicable laws.

Cectober 10, 1997
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B. When the Director revokes a permit, the Department shatl
send the soligitor written notice, explaining;

The_reason for revocation, with citations to supporting

statutes or rules;

revocation:

The solicitor’s right to request an_informal settlement

conference under A.R.S. § 41-1092.06; and

4. The time periods for appealing the revocation.

R2.6-311. Review of Denial or Revecation

A. Under ARS. §§ 41-1092.03 throngh 41-1092.11. an
applicant or solicitor may obtain a hearing on s denial or
revocation.

B. The applicant or solicitor shall file a notice of appeal with the

Department_within_ 30 days after receiving the notice

prescribed in R2-6-305(E) or R2-6-310(B).
C. The Department shall notify the Office of Administrative
Hearings. which shall schedule and conduct the hearing.

'.....o

i

ARBICLEA-ENERGY-CONSERVATION-AND-SOEAR-
BESIGN-STANDARDS

ARTICLE 4. SPECTAL EVENTS

R2-6-401.
The following definitions apply in this Article:

L “Special event” or “event” means an_assembly, cere-
mony. _demonstration, display, festival, gathering,

parade, press conference, rally, or any other distinct

Definitions

activity.
2. “Sponsor’ means the person holding 2 special event,

R2-6402, Urauthorized Special Event Prohibited

A_person shall not use state buildings or grounds for a special
event without express written permission from the Director.

R2-6.403. Application

A, Any.person who would like to hold 2 special event mav apply
for_a permit by filing, either in person or by mail, a
Department approved event spplication form with the Office
of Special Events,

B. The completed application form shall be submitted at least 2
days_before the desired date of the special event A
completed _application form is 1 which is legible and
contains, at 2 minimum, all of the following information:

The name, address. and telephone number of the spon-

SO0

The proposed date of the event and the approximate

starting and concluding times;

The specific, proposed location for the event;

A general description of the event, including equipment
and facilities to be nsed;

Approximate number of persons expected to be in atten-
dance:

The name, address, and telephone number of the person
responsible for cleanup of the area after the activity, if
different from the person in subsection (BY1).
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The name, address, and telephone number of anv chief

monitor who will be designated to direct the event:

A description of the badge or article of clothing used to

identify monitors:

. Acopy of any insurance palicy for the special event:

10. A copy of any contract for medical, sanitary and secu-
rity services.

The Dirgctor may accept a complated application form

submitted less than 2 days before a press conference if the

Director_determines that enforcing the 2-dav requirement

would nullifv the need for the press conference, In such a

situation, R2-6-404 does not apply.

R2-6-404. Processing Procedure

A. Within 1 dav of receiving an application, the Depariment
shall notify the applicant that the application is either
complete or incomplete. If the application is incomplete, the
notice shall specify what information is missing,
An applicant with an incomplete application shall supply the
missing information within 3 days after the date of the notice.
If.the applicant fails to do so. the Department may deny the
permit,
Lpon receipt of all missing information within 5 days, as
specified in_subsection (B), the Department shall notify the
applicant that the application is complete,
The Department shall not process an application for a permit
until the applicant has fullv complied with R2-6-403.
The Director shall render a permit decision no later than 1
day_after receipt of a complete application. The date of
receipt is the postmark date of the notice advising the
applicant that the application is complete,
For the purpose of ARS § 41-1073. the Department
establishes the following permit timeframes:

Administrative completeness review timeframe: 1 day,

1.
2. Substantive review timeframe: 1 day,
3. Qverall timeframe: 6 days.
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R2-6-405, Permit Issuance: Denial
A. Prior 10 issuing a permit, the Director shall review the
application,
B. The Director may issue a permit to an applicant wha has;
L Complied with the application requirements in R2-6-
403;
Posted any deposit necessary undep R2-6-407;
Obtained anv insurance necessary under R2-6-407: and
Submitted evidence that the applicant will provide any
medical, sanitary and security services necessary under
R2-6-407. Submission of a copv of the contract for these
services will satisfy this requirement.

C. The Director may deny a permit for 1 or more of the
following reasons:

The_event interferes with the work of an emplovee or

daily business of an agencv:

2. The event conflicts with the time. place. manner. or

duration of other events for which permits_have been

issued or are pending;

The event creates a risk of injury or iliness to persons or

risk of danger to property;

4. Theappiicant has pnot complied with the requirements of
thig Article.
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D. A permit shall not be issued earlier than 60 days prior to the
special event,
E. When the Director denies 2 permit. the Department shall send

the applicant a written notice explaining:

1. The reason for denial. with citations to supporting stat-
utes or rules;
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2. The applicant’s right to seck a hearing to chaflenge the
denial;

3. The applicant’s right to request an informal settlement
conference under AR.S. § 41-1092.06; and

The time periods for appealing the denial.

R2-6-406. Monitors
The sponsor shall designate 1 monitor for everv 30 persons
expected to be in attendance. The monitors shall wear a2 uniform,

distinetive badge or article of clothing at all times during the event
for identification purposes.

R2-6-407. Risk Management
A The Director may take 1 or more of the following actions to
the extent it is necessarv and in the best interests of the state:
1. Impose conditions on the conduct of the event in the
permit;
2. Require the applicant to post a deposit against damage
and ¢leanup expense;
3. Require the applicant to carry Hability_insurance and
provide the certificate of insurance;
4. Reguire the applicant to provide medical. sanitary. and
B. The Director shall consider all of the following criteria to
determine whether | or mors of the actions in subsection (A)
is necessary and in the best interests of the state:
Previous experience with similar events;
Deposits required for similar events in Arizona:
Risk data:
Medical, sanitary, and sequrity services required for
simjlar events in Arizona and the cost of those serviges:
The zpplicant’s ability to nay a deposit, an insurance
premium. ora service provider.
The Department shal} not provide insurance or guarantec

against damage to equipment or personal, property of anv
person using state buildings or grounds.

. If the Director requires insurance for a special event. the
sponsor shall list the State of Arizona and the Department of
Administration as additional insured entities.

E. Ihe sponsor is lishle to the state for any injury done to its

property and for any expense arising out of the spensor’s use
of state buildings or grounds,

R2-6-408. Revocation

A. The Director may revoke a permit for failure to comply with
this Article, permit conditions, or other applicable laws,
B.  When the Director revokes a permit, the Department shall
s¢nd the sponsor written notice. explaining:
1. The reason for revocation. with citations to supporting
statutes or rules:

The sponsor’s right to seek a hearing to_challenge the

revocation:

The sponsor’s right to request an informal settlement

conference pnder A.R.S, § 41-1092.06: and
4. The time periods for appealing the revocation,

R2-6-409. Review of Denial or Revocztion
A, Under ARS. 8§ 41.1092.03 throueh 431-1092.11. an

applicant or sponsor may obtain a hearing on a denial or

revocation.

B. The applicant or sponsor shall file a notice of appeal with the

Department within 30 days after receivine the notice
prescribed in R2-6-405(E) or R2-6-408(B),

C. The Department shall notify the Office of Administrative
Hearings, which shall schedule and conduct the hearing.
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ARTICEE-3, ARTICLE 5. SEVERABILITY invalid, the holding such-deciston dogs shell not affect

B the validity of the remaining rules
R26-301R2-6-501, Validity of Rules
1f a Sheutd-any rule or portion of 2 asy rule contained in this
Chapter herein is held be-found vnconstitutional or

NOTICE OF FINAL RULEMAKING

TITLE 2. ADMINISTRATION

CHAPTER 10. DEPARTMENT OF ADMINISTRATION
RISK MANAGEMENT SERVICES

PREAMBLE
1. Sections Affected Rulemaking Action
R2-10-101 Amend
R2-10-108 New Section

2. The specific anthority for the rulemaking. ingluding both the authorizing statute (general) and the statutes the rules are

implementing (specifick:
Authorizing statute: AR.S. § 41-621(Q) is the Department’s general rulemaking avthority.

Implementing statute: A.R.S. § 41-621(E)

3.  Theeffective date of the rules:
Septeraber 12, 1997

4. A list of all previous notfices appearing in the Register addressing the adopted rule.
Motice of Rulemaking Docket Opening: 3 A AR. 867, March 28, 1957,

Notice of Proposed Rulemaking: 3 ALAR. 1630, June 13, 1957,

5. Thename and address of agency personnel with whom persons may communicate regarding the rulemaking:

Name: Yohn Kindree
Address: Risk Management
1818 West Adams
Phoenix, Arizona 85007
Telephone: {602) 542-1492
Fax: (602) 5422021

6. Anexplanation of the rule, including the agency’s reasons for initiating the rule:
AR.S. § 41-621 was amended in 1996 by the legislature to include a provision that allows the Director of the Department of
Administration to impose on any state department, agency, board, or cominission a deductible of not more than $10,000 per loss
that arises out of a property, liability, or workers’ compensation loss. The ruie establishes the conditions under which the
deductible may be assessed and what actions the agencies may take to have its deductibles waived. The rule emphasizes prompt
reporting, preventative actions and other cooperative measures 1o be taken by the agencies with Risk Management’s assistance
to waive any deductibles and significantly reduce overall losses.

7. Ashowing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a previous grant of
authority of a_political subdivision of this state:

Not applicable.

8.  The summary of the economic. small business, and consumer impact:

The rules affect ali state departments, agencies, boards and commissions, but do not affect the general public or any private
businesses. There may be some additional costs associated with the development of these loss prevention programs. Risk Man-
agement will provide substantial assistance to help the agencies with the design, implementation and training necessary to estab-
lish these various programs. Risk Management will also make funds available on a competitive basis from its grant program fo
offset some of the costs of program development. The overall impact to the state should be extremely favorable, since losses
have historically averaged approximately $30,000,000 for property and liability claims and approximately $13,000,000 for
workers® compensation claims. One loss prevention program in each state agency addressing their most significant exposure
could result in losses eventually being reduced as much as $5,000,000 to $10,000,000 per year statewide. All state agencies that
comply with these rules, at virtually no incremental cost to themselves, will see reductions in their Risk Management cost allo-
cation as a result of fewer losses.

9. A description of the changes hetween the proposed rules, including supplemental notices, and final rules (if applicable):

Changes were made to improve the clarity, conciseness, and understandability of the rule language and to clarify the effective
start date of 1 of the programs.
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10. A summary of the principal comments and the agency response to them:

There were no comments o the proposed rules.

11. Apy other matiers prescribed by statute that are applicable to the specific agency or to any specific rule or class of rules:

Not applicable.

12. Incorporations by reference and their location in the rule:
Joint Legislative Budget Committee Rule 14 in R2-10-108{A).

13. Was this rule previously adopied as an emergency rule?

No.
14. The full text of the rules follows:

TITLE 2. ADMINISTRATION

ARTICLE 1. COVERAGE AND CLAIMS PROCEDURE

Section
R2-10-101.
R2-10-108.

R2-10-101.
No change.

1. Nochange.
No change.
No change.
No change.
WNo change.

Definitions

Definitions

o b L o

Deductibles and Waivers

“Deductible” means the amount of a loss that the agency

will pay beforg Risk Management is obligated to pay

anything,
6], No change.

%8, No change.

89, No change.

9:10.No change.

+8:] I.No change.
+-12.No change.
42:13 No change.
4314 No change.
44:15 No change.
4516 No change.
+6:17.No change.
1718 No change.
+3:19.No change.
19:20.No change.
26:21.No change.
2422 No change.
22:23 No change.
23:24 No change.
24:25 No change.
#5:26. No change,
26:27.No change.
Z7-28 No change.

B.

R2-10-108.

Deductibles and waivers

A. Liability judgments and claim settlements,
1.

2,

Volume 3, Issue #41

Each agency shall be charped a deductible of $10,000
on each court judement of $150.000 or more and on
each claim approved for settiement by the Joint Legisla-
tive Budeet Committee under JLBC Rule 14, State Lia-
bility Claims (April 25, 1997}, which is incorporated b
reference and on file with the Department and the Office
of the Secretary of State This incorporation by refer-
gnce contains no future editions or amendments.

RM shall waive the deductible under the following con-

ditions:

Page 2744
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2. The aeency provides a response 1o RM. in the form
of a plan, as to the actions to be taken to eliminate

or limit similar future risk of liability to the state:
and

The plan is submitted as supportive detail to the
agency’s official JLBC Rule 14 response. ot is pIO-

vided to RM within 60 days of the sattlement date:
and

RM approves the plan as reasonable and effective;
and

The plan is implemented by the agency within 30
days of RM approval, and the agency provides
brief monthly status reports on the essential ele-
ments of the plan’s implementation,

If the agency fails to respond as outlined in subsection
{AX2), RM shall charge a deductible of $10.000 on the
subject judgment or claim as well as each subsequent
ciaim resulting from that cause or exposure vntil all con-
ditions of the waiver have been met.

[

I

Ji=N

Workers’ compensation claims.

i

o

Beginning January 1. 1999, each agency shall be
charged a deductible on each workers’ compensation
claim not reported within 10 days of the occurrence
being reported by the employee 10 their supervisor, or
other agency representatives. The deductible amount of
the glaim shall be equal to 20% of the total claim, pot to
exceed $10.000.

RM shall waive the deductible on 2il of the agency’s
workers’ compensation claims reported after the 10-day
period, except those identified in subsection (C) if the
agency meets the following criteria:

In calendar vear 1998, the agency reports 50% of
all oceurrences of industrial injury or illngss within
48 hours of being reported by the emploves to their
supervisor, or other agency representatives. The
computation for the criteria will be on a rolling 12-
month average, and the deductible will be applica-

ble to ¢laims filed during the individual months of

1999,

o a calendar year 1999, the agency reports 66% of
all occurrences of industrial injury or illness within
48 hours of heing reported by the emplovee to their
supervisor, or other agency representatives. The
computation for the criteria will be on a rolling 12-
month average, and the deductible will be applica-
ble to claims filed during the individual months of
2000,

In calendar vear 2000, and all vears forward. the
agency reports 75% of all occurrences of industrial
injury_or illness within 48 hours of being reported

Qctober 10, 1997

i)

=

g
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by. the emplovee to their supervisor. or other
agency representatives, The computation for the
griteria wili be on a rolling 12-month average. and
the deductible will be applicable to claims filed
during the individual months of 2001 and all vears
forward.

Losg prevention opporiunities.

L

Each agen¢y shall be charged a deductible of not more
than 310,000 on each claim resulting from the exposure
that is identified apd agreed upon by the agency and RM

to have the most significant opportunity for reduction
through loss prevention actions (significant exposure),

Each vear the agency and RM shall identify and apree

3.

Notices of Final Rulemaking

=

Submits the plan to RM for review. by Qctober 31
for the current fiscal year;

RM approves the plan as reasonable and effective;
The agency implements the plan; and

Submits a brief report to RM on a quarterly basis as
to the essence of progress on the implementation of
the plan.

I the agency fails to meet the conditions of subsection
{C)M2). a _deductible of not more than $10.000 shall be

e

‘charged on each. claim resulting from the significant

exposure until all conditions of the waiver have been
met.

upon the most significant exposure to be selected under ~ D. If disputes arise between RM and the agency peraining to

this plan. : this Section, 1 or more meetings wili be held at progressively
2. RM sha!l waive all deductibles against the agency. upward, _incremental . Department _of Administration

except those stated in subsections {A) and (B) under the management levels until a solution is reached.

following conditions: E. RM shall have the right to wajve any deductible to any

a.  The agency prepares a plan approved by its agencv agency for just cause. Just capse exists when the application
head to address the significant exposure with spe-~ of 4 deductible is not warranted due 1o the circumstances of

cific loss prevention actions: the claim, or is otherwise in the best interests of the state.

NOTICE OF FINAL RULEMAKING

TITLE 18. ENVIRONMENTAL QUALITY

CHAPTER 15. WATER INFRASTRUCTURE FINANCE AUTHORITY OF ARIZONA
PREAMBEBLE
5 1. Sections Affected Rulemaking Action
e Article 1 New Article
o R18-15-101 New Section
R18.15-102 New Section
R18-15-103 New Section
R18-15-104 New Section
R18-15-145 New Section
R18-15-106 New Section
R18-15-107 New Section
R18-15-108 New Section
R18-15-109 New Section
R18-15-110 New Section
Ri8-135-111 New Section
R18-15-112 New Section
Article 2 New Articie
R18-15-201 New Section
RIB-15-202 New Section
R18-15-203 New Section
R18-15-205 New Section
R18-15-206 New Section
R18-15-207 New Section
R18-15-208 New Section
Article 3 New Article
R18-15-301 New Section
R18-15-302 New Section
R18-13-303 New Section
R18-15-304 New Section
R18-15-305 New Section
R18-15-306 New Section
R18-15-307 New Section
R18-15-308 New Section
Article 4 New Article
R18-15-40t New Section
R18-15-402 New Section
R18-15-403 New Section
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The specific authority for the ralemaking, including both the authorizing statutes (general) and the statutes the rules are

implementing (specific);

Authorizing & Implementing statutes: A.R.S. §§ 49-373(B)}(7), 45-374, 49-374.01, 49-376

The effective date for the ruies;

Effective on the date of receipt by the Secretary of State.

A list of all previous notices appearing in the Register addressing the final rule:

Neotice of Docket Opening: 3 A.AR.1419, May 30, 1997
Notice of Proposed Rulemaking: 3 A.AR. 1395, May 30, 1597

The name and address of acency perspnnel with whom persens may communicate regarding the rulemaking:

Primary Name:  Lynn A. Keeling on behalf of the Board of Directors of the Water Infrastructure Finance Authority of Ari-

zong
Address: Arizona Depariment of Environmental Quality
3033 North Central Avenue
Phoenix, Arizona 85012
Telephone: (602) 207-2223, (800) 234-3677, ext. 2223 (Arizona only)
Fax: (602) 207-2251
TTD: (602) 207-482%
Secondary Name: Greg Swartz, Executive Director
Address: Water Infrastructure Finance Authority
3033 North Central Avenue
Phoenix, Arizona 85012
Telephone: (602) 207-4707, (800) 234-5677, ext. 4707 (Arizona only)
Fax: (602} 207-4888
TTD: (602) 207-4829

An explanation of the rule. including the agency’s reasons fov initiating the rule:

During the 43rd Legislative Session, House Bill 2304, Chapter 130, Laws 1997 was passed. The governor signed this bili into
law on April 22, 1997, The law became effective April 22, 1997, due to an emergency enactment. This legislation renamed the
Wastewater Management Authority of Arizona as the Water Infrastructure Finance Authority of Arizona (WIFA). Prior to this
legislation, WMA operated as 2 financing organization for wastewater treatment systems and nonpoint source projects. The new
Authority now finances public drinking water facilities as well as wastewater facilities.

When a board or agency changes its function, it essentially becomes a new organization. WIFA’s purpose for loaning money
has not changed, but the recipients of financial assistance and the funding sources have been expanded. This change is accom-
plished by repealing the Wastewater Management Authority and its rules, and creating a new Chapter.

WIFA is a public financing authority that can fund wastewater treatment facilities, nonpoint source projects (for example a dairy
farm) and drinking water facilities (eligible borrowers). A public financing authority is more like a bank than a regulatory
agency. WIFA does not regulate anything or anybody. WIFA is solely authorized to receive funds from Congress, and distribute
the funds pursuant to the Clean Water Act and the Safe Drinking Water Act. WIFA. received authority from the Arizona Legis-
lature to be the agency who receives the federal funding and then awards low interest loans to the eligible borrows previously
described. WIFA is responsible for funding projects that will be successful and capable of repayment. Therefore, WIFA has
authority to give low interest loans for different terms, that is 3 years, 10 years, 20 years, and in some instances 30 years.

The primary authority for WIFA to receive funds from Congress is contained in the Clean Water Act, 33 U.S.C. 101 through
608, and the Safe Drinking Water Act, 42 U.5.C. 300(f) through 300()(25). The federal acts contain some of the definitions
used in this rule which are noted by the reference to the United States Code. The federal acts contain the following information
about the revolving funds:

The Administrator shall offer to enter into agreements with eligible states (that is states with legal authority to receive the funds
- HB 2304, and states that have primacy which Arizona does for the drinking water program, (not required for the clean water
fund), and civil penalty authority for drinking water violations (found in HB 2304) to make capitalization grants, including let-
ters of credit, to the states for health protection objectives and to promote the efficient use of fund resources (42 US.C.
3003 130Y). Pursuant to the Safe Drinking Water Act, if the federal grants are not obligated by the last day which the prants are
available, then the money is reailotted. This means that if Arizona does not have the rules in place to loan the money received by
Congress by the end of this year, that we may lose our allotment. Therefore, time is of the essence for WIFA to have the rules in
place so the process for classifying, ranking, and creating the intended use plan (the plan for alloiment of the federal grant
money).
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WIFA has authority to receive and distribute federal funds for wastewater treatment facilities, nonpoint source projects, and
drinking water facilities. The new chapter will be comprised of 4 articles. Article §; The definitions and the requirements for any
funding that is commeon to financing any specific type of facility. An applicant must have the legal capability to borrow funds
from WIFA (pursuant to both federal and state statute). An applicant must demonstrate financial capability to repay financial
assistance. The Board may review an applicant’s technical capability to construct, operate and maintain the operation of the
funded project. The Board will review an applicant’s managerial and institutional capability to ensure the facility can remain in
compliance or come into compliance as a result of the funded project, and the applicant’s staff is adequately trained to support
the facility. The Board will recommend changes to the project if the facility is unable to demonstrate managerial and technical
capability. The Board will review each applicant’s readiness to proceed relative to constructing and operating the project. Readi-
ness to proceed defines itself. For example, if the project is a funded project for the 1997-1998 funding year, but if the project
has not received vater approval, ther the project is “not ready fo proceed.” The Authority will move to the next project that can
be funded if the previously deseribed project will not proceed during the current funding year.

As before in Chapter 10, the Board will determine interest rates. The proposed rules retain existing procedures for disburse-
ments, Tepayments, and dispute resolution. Additionally, the Board’s source of administrative funding is defined.

A description of the contents of each Section is listed below:

R18-15-101 Definitions. This section includes new definitions to reflect the statutory revisions. The new definitions
inchude “Clean Water Revolving Fund” to define the fund for wastewater treatment facilities and nonpoint source projects.
“Drinking Water Facilities” is defined relative to Article 3 and state statutes, which includes essentially all regulated enti-
ties that provide drinking water that is that must test and submit test results to ADEQ. “Drinking Water Revolving Fund” is
defined as the new fund for financing drinking water facilities. Other definitions are amended to reflect the statutory
changes and primarily to reference drinking water facilities,

R18-15-102 Application Process. This section describes the general process to apply for financial assistance. It directs
applicants to the appropriate Article consistent with the applicant’s financial assistance request. Each applicant will follow
Article 1 for general procedures, and then follow Articles 2, 3, or 4 as applicable for specific financial assistance require-
ments. To ensure protection of confidential information, the WIFA will not disclose any material marked “confidential.”

R18-15-103 Legal Capability. This section enumerates requirements for a facility to legaily borrow from WIFA. If 2 waste-
water treatment facility, nonpoint source project, or a drinking water facility does not have the “legal authority™ to borrow

from WIFA, then the facility or project may not participate in this public financing process. This section reflects state law
requirements found in A.R.S. Titles 9, 11, and 48.

R18-15-104 Financial Capability. This section outlines the information required by the Board to ensure repayment of the
loan. This section is similar to the section repealed under Chapter 10.

R18-15-105 Technical Capability. This section describes the type of information reviewed by the Board to ensure an appli-
cant can consiruct, operate, and maintain the proposed project.

R18-15-106 Managerial and Institutional Capability. This section describes the type of information reviewed by the Board
to verify the management of the facility. The Board will review the applicant’s management capability and the applicant’s

compliance history. If the Board finds the current facility is not able to manage the proposed facility, then the Board may
recommend modifications to the proposed project.

R18-135-107 Environmental Assessment Review. This section explains in great detall what is required to determine whether
there is an impact on the environment. In the case of the wastewater treatment facilities or drinking water facilities, if the
project rehabilitates an existing facility, then it is exempt from the environmental assessment, or the project is minor
upgrades, or the project uiilizes on-site technologies, then the project is categorically exempt from requiring an environ-
mental assessment. If there is no exemption, the process to determine the Environmental Assessment and other associated
steps and reporting is explained. It mirrors what was in the Chapter 10, and is applicable to all fundable activities. It is

believed that the drinking water facilities wili probably not need the assessment, but it is required in the Safe Drinking
Water Act,

R18-15-108 Readiness to Proceed. This section defines the levels of an applicant’s readiness to proceed with the project.
The Board cannot issue funds until the indebiedness (loan) has been authorized. This explanation has been clarified.

R18-15-109 Interest Rate Determinations. This section explains how the Board determines interest rates, Normally, the
Board loans funds around 3% to 4.5%. This section is similar to the section repealed under Chapter 10. This section is used
to implement the allowable “forgivable principal.” Although the Safe Drinking Water Act authorizes forgivable principal
to any drinking water facility, Arizona law limits forgivable principal to only “political subdivisions” because the govern-
ment is not allowed to gift money according to the Arizona constitution. WIFA does not intend to exercise this authority on
a regular basis, because it reduces the available loan money in the revolving fund, Therefore, WIFA envisions this occur-
ring on a very limited case-by-case basis, and it will be done in the best interest of the state.

18-15-110 Disbursements and Repayments. This section explains disbursements, late fees, and the requirement for a
project account, If a loan repayment is over 90 days past due, it may be referred to the Office of the Attorney General. This
section is similar to the section repealed under Chapter 10,
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R18-15-111 Administration. This section describes the limitations on the amount and the source of the funding for WIFA.
WIFA is a self-supporting board. This section clarifies authority found in statute. This section is similar to the section
repeaied under Chapter 10.

R18-13-112 Disputes. This section explains the informal process for challenging the priority or funding of a facility. This
process has been in place for the financing of wastewater treatment facilities and nonpoint source projects. This will now
apply to the financing of drinking water systems as does the remainder of this Article. This is the same as the repealed
Chapter 10.

Article 2 contains the evaluation criteria for the Clean Water Revolving Fund which finances wastewater and nonpoint
source projects. This article mirrors Chapter 10, with only the name change from the state revolving fund to the Clean
Water Revolving Fund, and the Wastewater Management Authority is now titled the Water Infrastructure Finance Author-
ity. The timeframes for public notice were reduced from 30 to 45 days to 15 to 21 days per the public’s request. WIFA
asked the public why the attendance had tended to be so low, and most people indicated that more than 2 to 3 weeks notice
was too far in advance for a meeting that did not typically require advance preparation on their part,

Article 3 contains the evaluation criteria for the Drinking Water Revolving fund which finances drinking water facilities. It
describes the types of financial assistance available and the process for distribution of funds to drinking water facilities.
Each of the sections within Article 3 are based on sections found within Article 2 which if further patterned after the sec-
tions repealed from Chapter 10. The variances in Article 3 from Article 2 reflect the statutory requirements for the Drink-
ing Water Revolving Fund.

R18-15-301. Types of Financial Assistance Available contains the type of financial assistance available as authorized by
the Safe Drinking Water Act Amendments of 1996 (SDWA). SDWA authorizes states to loan money, purchase or refi-
nance debt, guarantee or purchase insurance, provide security as a source of repayment.

R18-15-302. Eligibility Requirements for Financial Assistance explains the sections whick must be complied with to be
¢ligible for financial assistance. The applicant must comply with Article 1 and demonstrate legal, financial, technical, man-
agerial and institutional capability, and be ready to proceed with the project.

R18-15-303. Drinking Water Revolving Fund Intended Use Plan describes the process for publishing the annual Intended
Use Plan, which lists fundable projects, the amount of financial assistance available, and estimated interest rates. The
Intended Use Plan is published for public review and comment before being finalized by the Board.

R18-15-304. Drinking Water Revolving Fund Priority List contains an explanation of the annual project priority list pro-
cess. This section uses the criteria found in R18-15-305 and R18-15-306. R18-15-305 describes the priority classes and
R18-15-306 contains the ranking criteria. The classes and ranking criteria were arrived at through weekly stakeholder
meetings during March and April of 1997, At these meetings, representatives from drinking water facilities or municipali-
ties created the project priority list summarized in this proposed rule. The stakeholders agreed that Class A. projects are vio-
lations of the primary drinking water standards whereby acutely toxic contaminants, that is the ability of a contaminant to
cause deleterious effects resulting in severe biological harm or death soon afier a single exposure or dose; should be the
highest priority for receipt of financial assistance to correct the problem as soon as possible. This priority scheme is con-
sistent with the SDWA. Class B projects are violatiens of the drinking water standards where continuous exposure to a
contaminant over & long period of time will cause deleterious human health effects. Class C projects are upgrades, rehabil-
itations, or construction of a new facility. Class D is physical, service or management consolidation of water facilities.
Class E are projects directed at future growth or refinancing of existing long-term indebtedness. Once the Board places
projects within 1 of the 5 classes, the scoring criteria are applied to each project. As an example, 10 projects may be within
Class A, but the ranking criteria (R18-15-306) will determine the highest priority within Class A. Assuming the projects
are ready to proceed, Class A projects receive financial assistance before Class B projects; Class B before Class C; Class C
before Class D; and Class D before Class E.

R18-15-306. Drinking Water Revolving Fund Priority List Ranking Criteria. This section explains the formula and the
point assignment for ranking individual projects. The priority value equals the health criteria points plus the condition of
the facilities and sources points, plus the local fiscal capacity points, plus the prior year funding peints, plus points assigned
for consolidation and regionalization. During the creation of this ranking process, stakeholders classified, scored and
ranked & facilities using the proposed classification and scoring criteria. Stakeholders determined that the priority setting
process worked as expected when applied to real facilities.

R18-15-307. Project Construction. Consistent with state law for the construction of all drinking water facilities, the Depart-
ment shall perform an on-site inspection and the applicant shall demonstrate compliance with easements, contracts,
approvals, permits, and all applicable federal, state, and local laws related to leases, zoning permits, building permits, flood
plain approvals, air quality permits, and solid waste approvals. Construction shall be completed in compliance with 18
AAC. 4, Department of Environmental Quality Safe Drinking Water Program. One year after the project is completed, the
recipient of funds shall certify to WIFA that the drinking water facility meets design specifications. If the recipient is
unable to make this certification, the recipient is required to submit a corrective action plan which must describe the prob-
lem, solution, and schedule for corrective action.

R18-15-308. Drinking Water Revolving Fund Requirements. This section contains requirements for funding found in the
Safe Drinking Water Act Amendments of 1996. The Board identifies the Drinking Water Revolving Fund reguirements
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that are applicable to the specific project. The applicant then designs the user charge system, informs the users of this sys-
tem to ensure the ciass of users pay their proportionate share of operation, maintenance, and including replacement costs,
Esch applicant shall certify that it has not violated any laws or acted in an unethical manner related to this project.

Article 4 contains the financial assistance WIFA can provide independent of the clean water and drinking water revolving
funds. WIFA is allowed to act as a conduit issuer of bonds on behalf of Arizona local units of government as authorized in
the 1997 revisions to A.R.S. §§ 49-371 through 383.

R18-15-401 Types of Financial Assistance Available. WIFA. may issue water quality bonds for loans and to purchase or
refinance local debt obligations of political subdivision. Additionally, the Authority may guarantee or purchase insurance
for local obligations for eligible applicants to improve credit market access or reduce interest rates.

R18-15-402 Eligibility Requirements for Financial Assistance. This section references the sections found in Article 1 that
must be complied with in order to receive financial assistance under this Article.

R18-15-403 Project Construction. Consistent with Article 2 and Article 3, all construction related permits must be
obtained, and there must be compliance with all federal, state, and local Jaws, Additionally, 1 vear after project completion,

the recipient must either certify compliance with the design specifications or defend the noncompliance and provide any
necessary corrective action.

7.  Ashowing of good cause why the role is necessary to promote a statewide interest if the rule wilLdiminish a previous grant of
authority of a political subdivision of this state:

Not Applicable.

8. A summary of the economic, small buginess and consumer impact:
A, Rulemaking History and Purpose

This rulemaking adopts new rules, which replace the former Wastewater Management Authority of Arizona (WMA) rules,
created in 1989 (R18-10-101 et seq.), and expands its authority to provide financing for public drinking water facilities (see
HB 2304, Laws 1977, Ch, 130, pp. 1044-1067, effective April 22, 1997, by emergency enactment). This means that WIFA
not only can provide low-interest loans to wastewater treatment facilities and nonpoint source projects, but to pubiic drink-
ing water facilities located in Arizona, excluding water systems owned by federal agencies, These drinking water facilities
include community water systems or noaprofit noncommunity water systems. Congress authorized financial assistance to

communities to help them meet federal drinking water requirements in the Safe Drinking Water Act Amendments of 1996
{42 U.8.C. 300(£)).

This rulemaking has 4 purposes: (1) To move the rules found in 18 A.A.C._ 10, Article 1 (“Financing Wastewater Facilities
and Nonpoint Source Discharge Programs”) into 18 A A.C. 15; (2) To replace all references to the WMA with the newly
named WIFA; (3) To provide for financing of public drinking water facilities; and (4) To make other necessary amend-
ments.

B. Introduction

WIFA anticipates this rulemaking will maximize net benefits to society. Potential benefits include economie, environment,
and public health. The reason these benefits are likely is because WIFA is organized to provide low-interest Ioans to drink-
ing water, wastewater, or other nonpeint source facilities that qualify for such assistance. Society is better off, relative to no
regulation, if a rulemaking shows a net benefit, that is, incremental benefits exceed incremental costs. This is known as the
economi¢ efficiency criterion. However, necessary condition is that the cost represents the least amount of resources nec-
essary to achieve the rulemaking objectives. WIFA believes this rulemaking represents such a case.

Congress has suthorized grant money to be used as collateral for the low-interest loans, thereby creating a state revolving
fund. There are 2 funds, that is, the clean water fund which is for wastewater treatment facilities and nonpoint source
projects; the drinking water fund which is for drinking water facilities. The Safe Drinking Water Act daes allow for up to
15% of the total Drinking Water Fund be used solely for drinking water facilities that supply water to fewer than 10,000
peopie. Therefore, the smaller systems will be given preference to obtain this percentage of the fund.

WIFA is classified as a self-supporting agency. It must pay for the administrative costs either by leveraging loans, or in the
case of the drinking water fund, with no more than 4% of the federal grant maney. Each fund requires a state match of 20%
to recetve the maximum amount of monies for loans. Note that the clean water fund never has received a state match, there-
fore its 20% has been generated from loan leveraging. However, WIFA has held its administrative costs to approximately
2% of the amount loaned. In the case of the drinking water fund, the legislature authorized $3.4 million for the 20% state
match, but it may not be used for WIFA administrative costs. Finally, the state received $16.9 million (FY-1996-97) from
the federal government.

C. Potential Impacts on Regulated Industry

WIFA concludes this rulemaking will impact the regulated entities identified below as they voluntarily apply for financial
assistance to do any of the following: plan, design, construct, improve, acquire, refinance.

(1) Drinking water facility (A.R.8. § 49-371): a community water system or 2 nonprofit noncommunity water sys-
tem, as defined in the Safe Drinking Water Act, excluding water systems owned by federal agencies.
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(2) Wastewater treatment facility (AR.S. § 49-371): a facility, as defined in the Clean Water Act, designed to hold,
cleanse or purify, or prevent the discharge of untreated or inadequately treated sewage or other polluted waters
for purposes of complying with this act,

(3) Other facility for nonpoint source project (A.R.8. § 49-371): a project designed to implement a certified water
quality management plan or the nonpoint source program approved by the United States Environmental Protecs
tion Agency pursuant to section 319 of the Clean Water Act. This type of system includes a dairy for example.

The impact to these industries will be in a beneficial manner even though they will experience a relatively minimal cost.
Specifically, a regulated industry would obtain a low-interest loan from WIFA based upon a need that impacts human
health or the environment. The more immediate adverse affect on human health (for example arsenic in the drinking
water), the greater the chance 10 receive a low-interest loan to comect the problem.

Each regulated industry still needs to correct the problem whether funded by WIFA or lending institution. Therefore,
although a cost is incurred by each regulated industry, WIF A believes that the low-interest loan offers a less costly solution
to a probiem that must be corrected anyway,

D. Social Impacts

This rulemaking is expected to have a very minimal social cost. This is because all application costs by the applicants (that
is, political subdivisions or drinking water facilities) are expected to be offset by reduced financing costs for eligible
projects. In fact, the application consists of 1 page, and it requires data already available to applicants. Participation also is
voluntary, and as such, WIFA expects applicants will apply for low-interest loans (normally ranging from 3-4.5%) only if
deemed advantageous to them. Obviously, compliance costs (for example, real-resource, pre-tax compliaree costs) do not
represent social costs pursuant to this rulemaking. Entities that need to get into compliance with the Clean Water Act and
Safe Drinking Water Act must do so with or without this rulemaking. A likely benefit is that such an entity will be in com-
pliance sooner rather than later.

Application costs also include all expenses by applicants to acquire authorization to go into debt (for example, by voter
approval, petition, or agreement). These costs could include expenses to form a district. This is necessary because the
applicant must demonstrate that it legally is authorized to enter into long-term indebtedness, and it legally is authorized to
pledge a dedicated revenue source for repayment of the low-interest loan.

The impact of social cost can be monetized from calculating the various components that comprise social cost. However,
because of the nature of this rulemaking, which establishes procedures for applicants to apply for financial assistance, most
of these components would not apply. Thus, the social cost represents the total of all real-rescurce costs to the applicants
associated with the application process, less the cost savings to all applicants achieved through low-interest loans and
grants from WIFA, and the value of resources used by WIFA to provide financial assistance {$300,000). This cost savings
to applicants is calculated as the difference between what they would have paid through a conventional lending institution
and the cost of their low-interest loan or grant obtained through WIFA ($15,000,000 savings in interest when comparing
4% to 10%).

Social cost does not include resources used by WIFA, as the agency implementing the rule, because once this rulemakin g is
effective, these rule promulgation costs represent sunk costs. Technically, resources consumed by WIFA, and other regula-
tory agencies, represent costs to society as opportunity costs, but only costs associated with regulatory administration (for
example, activities involving processing, monitoring, permitting, approving, inspecting, and enforcing) should be inciuded
in the total social cost. Services or resources supplied by ADEQ are included in WIFA’s annual administrative budget for
which ADEQ is reimbursed. Thus, ADEQ, as the agency supply resources to promulgate this rule, will not experience
increased costs,

WIFA does not foresee any losses resulting from reductions in output of goods or services from this rufemaking. Thus, nei-
ther deadweight welfare loss costs due to reductions in output (that is, because no net losses in consumers’ and producers’
surplus are anticipated) nor other adjustment costs for displaced resources (manifested by potential job losses and business
closures) or business/market costs due to certain adverse impacts (for example, effects on product quality, productivity,
innovation, and market structure) are anticipated. Furthermore, WIFA does not expect this rulemaking to have an incre-
mental impact on state revenues.

WIFA expects both direct and indirect social benefits to accrue as a result of cost-saving potentials. For example, WIFA’s
ability to provide low-interest ioans to the regulated entities means that construction or repairs previously not affordable
can now be accomplished. Although this may appear to be new revenue, it is a revenue-producing activity that already was
required, but not completed due to lack of resources. This has the potential to improve the protection of human health and
the environment, which previously may not have been achievable. Although WIFA cannot monetize these benefits
expected to acorue to society, it does expect the continuation and expansion of this program to have a positive social
impact. Probable benefits are expected to outweigh probable costs of this program,

The cost of these projects will be passed-on to consumers, in the form of a rate increase, but in all Tikelthood, these costs
will be less as a direct result of these regulated entities obtaining low-interest loan monies. The savings potential (social
benefit) is the difference between principal amortized at a likely higher rate as compared to a Jower rate obtainable through
WIFA. Refer to Section (J) for cost savings estimates to applicants.
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Anticipated Impacts on Employment, Revenues, and Expenditures

This rulemaking is not expected to directly impact short- or even fong-run employment, production, or indusirial growth,
This conclusion applies to both private and public sectors. Because of the nature of this rulemaking, secondary economic
effects on employment and other factors {for example, <ity, town and regional areas, energy, capital availability, and trade)
have not been considered in this EIS. Nevertheless, WIFA concludes that this rulemaking will have an indirect impact on
expenditures and revenues of regulated entities undertaking these projects, as well as contractors, consulting firms, and
other businesses providing assistance for these projects (for example, planning, designing, and constructing) financed by
low-interest monies. It shouid be emphasized that the benefit to these entities (increased revenues) should only be consid-
ered as occurring sooner rather than later because these monetary benefits, representing increased costs to wastewater or
drinking water facilities or other facilities of nonpoint source projects, are not entirely due to this rulemaking.

General Impact on Small Businesses and Reduction of Impacts

WIFA. is authorized to provide low-interest loans to small businesses that are drinking water facifities. The primary impact
on small businesses is in the form of a benefit by providing low-interest loans that many small businesses may not be abie
to obtain. Consumers will be impacted because upgrades and repairs of facilities eligible to borrow monies must now com-
mit revenue sources (in the form of income from the consumer) to repay the loans. Although this means the consumer wiil
be faced with an increase in its rate for water or sewerage, the consumer would receive benefits or services that were not
provided as a result of the consumer’s inability to finance the services. Therefore, some impact is expected to be placed on
consumers in the form of increased atility rates to pay for improved service from the utility. WIFA believes the benefit of
the improved utility outweighs the cost.

WIFA is targeted to help small businesses and small communities, because those entities are least able to obtain low-inter-
est monies for correcting problems with their drinking water facilities. Therefore the general impact is a greater availability
to affordable foans for improving drinking water facilities. Note that wastewater treatment facilities are all political subdi-
visions; they are excluded from this section,

Alternative Rulemaking Provisions

WIFA has the ability to reduce impacts on political subdivisions by forgiving the principal on loans from the drinking
water revolving fund. 3t would be helpful if WIFA could provide forgivable principal to the private sector drinking water
facilities, however the Arizona Constitution does not allow subsidy by state government to the private sector. Therefore,
forgivable principal as a reduced impact on smalt business is not a lawful alternative,

WIFA has the ability to pass-on administration costs for the low-interest Joans 1o the regulated entity. To reduce impacts to
small business, WIFA. currently shares the administrative costs especially with small businesses. WIFA could absorb afl
administrative costs, however, WIFA is expressly limited to 4% of the aggregate of federal capitalization grants, and the
43rd Legislature disaliowed the 1997 appropriation to be used for administering the fund. Therefore, WIFA may not
legally absorb all administrative costs to reduce the impact on small business. '

WIFA has designed a single page (double sided) application to specifically assist small businesses. WIFA has also reduced
the impact of providing information for obtaining a loan specifically to assist small businesses, thereby creating a level
playing field for all applicants. For example, if the city of Phoenix applied for a loan, it would probably have information
about median household income, statistics on demographics, and other information readily available to inform WIFA about
the city. To maintain a level playing field during the application process, WIFA obtains all statistical and demographic
information, and any other public information, for the appHeant. This minimizes the required effort on smalf businesses
and communities,

. Probable Costs and Benefits to Politicat Subdivisions Directly Affected

Political subdivisions directly affected include wastewater treatment and drinking water facilities, as well as other facilities
for nonpoint source projects. These facilities are impacted in the same manner as small business because they now would
be able to solve problems with lower interest loans, which translates into a benefit to their ratepayers. In the case of a polit-
ical subdivision that may receive a low-interest loan from the drinking water revolving fund, WIFA may forgive the princi-
pal (see the Safe Drinking Water Act). Forgivable principal is done in the form of negative interest. The cost from this
decision is a reduction in the revolving fund, but the benefit is expected to be improved compliance and continued opera~
tion and maintenance of the system. WIFA does not intend to deplete the revolving fund by loaning it out and then forgiv-
ing all of the principal. WIFA intends to use this option in the instance that it can benefit the facility long term and without
a negative impact on the fund.

Probable Impact to Government Agencies.

The Arizona Corporation Commission (ACC) is expected to be minimally affected by these rules because the private
drinking water facilities rmust request a rate increase from the ACC to ensure repayment of the loan. However, WIFA
believes this to be 2 minimal impact because ACC s trying to streamline the approval process, and political subdivisions
must have voter or petitioner authorization to go into debt, therefore the same type of a process exists for any facility that
enters into an agreement to borrow and repay low-interest loans with WIRA.

Qctober 10, 1997 Page 2751 ‘ Volume 3, Issue #41




Arizona Administrative Register

Notices of Final Rulemaking

WIFA pays for ADEQ support and must include this in their administrative support (part of the $300,000 annual expendi-
ture). It is estimated that approximately a .5 FTE may be needed fo analyze technical issues for fundable projects. The cost
to ADEQ is a resource, but the benefit is that the resource would be paid for by the federal drinking water grant.

J.  Data Limitations

WIFA knows the universe of drinking water facilities, because each regulated facility must submit lab analysis results
about the water to ADEQ, It is estitated that there are 1,800 drinking water facilities, of which 49 represent small busi-
ness. WIFA was able to mail out personal invitations to each known facility for the workshops and the oral proceedings.
Due to the attendance of over 400 people, ADEQ believes a number of facilities were reached regarding this rulemaking,
Most data were obtained by inquiry of the people invited to the workshops, therefore a representative sample is believed to
have heen used for making decisions regarding this rulemaking.

Other data limitations include unavailable costs for loan processing (real-resource costs of applicants) and likely cost sav-
ings (WIFA loan amortization costs compared to equivalent costs financed through a conventional Jending institution).
For instance, if $20 million is obligated at 4% interest compared to 10%, amortized over 10 and 20 years, the resulting sav-
ings is calculated at $15,150,509 and $16,849,104, respectively (undiscounted). In this example, annual payments repre-
sent 5% of the total P&I cajculated for each of the 2 terms.

A description of the changes between the proposed rules, including supplemental notices, and final rules:

WIFA received no oral comments at the oral proceedings, a few written comments, and comments from: the Govemnor’s Regula-
tory Review Council’s staff.

ISSUE: WIFA. on its own determined that the Environmental Review Process would be clearer if moved to Article ! and elimi-
nated from Articles 2, 3, and 4.

ANALYSIS: The Environmental Review Process is required for federal funds to be dispersed. In many instances the Environ-
mental Review is a finding of no significant impact because the types of facilities financed do not discharge, and they typically
do not create a new disturbance to the environment. However, it is possible that something as simple as digging a deeper well
might require a full environmental assessment. Therefore, WIFA decided it was more efficient to explain the entire Environ-
mental Review process in complete detail in Article 1, and then require the process in each subsequent Article. Each financial
agreement is so unique, that the need for the environmental review is not known until the project has been defined.

CONCLUSION: The complete environmental review process, previously in Title 18, Chapter 10 has been inserted into R18-
15-107 and removed from R18-15-207, R18-15-307, and R18-15-402 as shown below.

ISSUE: WIFA in conjunction with the GRRC staff determined that the Authority’s name did not need to be repeated in the title
of Articles | and 4.

ANALYSIS: Due to the entire Chapter 15 being titled the Water Infrastructure Finance Authority of Arizona, it is not necessary
to repeat the title of the Authority in Articles 1 and 4. :

CONCLUSION: Articies 1 and 4 were amended as shown below:
ARTICLE 1+-WATERINFRASTRUCTERE-FINANCEAUFHORITY: MANAGEMENT

ARTICLE 4-WATERINERASTRUGCTURE-FINANCE-ATTHORITY-OFARIZONA:-OTHER FINANCIAL ASSIS-
TANCE

ISSUE: WIFA in conjunction with GRRC staff amended all citations to the Clean Water Act, the Safe Drinking Water Act, and
the Civii Rights Act for consistency in the United States Code Section.

ANALYSIS: Although there are 2 citations for each federal act, it is clearer to use the Section number that corresponds to the
referenced section,

CONCLUSION: All citations in this rule were amended similar to the example shown below:
§ 212 of the Clean Water Act, 33 U.S.C. 1288
§ 1452(¢) of the Safe Drinking Water Act, 42 U.5.C. 300(11(12).

1SSUE: WIFA in conjunction with GRRC staff determined the following definitions were needed in the rule for clarity. The
definition of drinking water facility was amended to clarify the types of systems included in the term.

ANALYSIS: WIFA found that some of the readers of this rule were less familiar with common financing terms than the
Authority was familiar with. Therefore, to ensure the rule is clear, concise, and understandable, the following definitions were
added and amended.

CONCLUSION: R18-15-101 was amended by adding the following:

1. “Acutely toxic” means the ability of a substance 1o cause poisonous effects resulting in severe biological harm or death
after a single exposure or dose.
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11 “Dedicated Source of Repayment” means the source of revenue authorized by the voters, petitioners or the Arizena Corpo-
ration Commissior to be used to repay the financial assistance.

1816.“Drinking Water Facility” means a-facility-pursuant-to-A-R:8-40-371 a community water system as defined in R18-4-101.
or g nonprofit non-community water system as defined in R18-4-101.

&

30. “Precopstruction” means any activity that occurs on the project before anv physical activity on-site such as the erection,
acquisition, aitergtion, remodeling, improvement, or extension of treatment works, collection lines. distribution lines, or
DURRS

7 ISSUE: WIFA in conjunction with GRRC staff determined that “if applicabie”™ was used in the rule in places where the standard
was not clear.

- ANALYSIS: WIFA reviewed the need for “if applicable” in the rule, and discovered that in most instances, all the information
requested was required in subsection D of Financial Capability. However, in subsection F of Financial Capability, the “if appli-
cable” was rarely required, Therefore, each use of “if applicable” was removed to clarify the requirement.

CONCLUSION: R18-15-103, R18-15-104, R18-15-202, and R18-15-203 were amended as follows (with conforming changes
made in Article 3:

R18-15-103. Legal Capability

4-  Ifthe applicant is a political subdivision and the long-term indebtedness is authorized through an election, the appli-
cant shall provide all of the following:

&l. One copy of the sample election ballot and election pamphlet at Jeast 45 days prior to the election.

2. One copy of the governing body resolution calling for the election at least 45 days prior to the election.

e3. One copy of the election results following the election.

d4. #As-eppliesble, an An attorney’s opinion on the current legal status of the applicant and the applicant’s ability to
legally enter into the financial assistance agreement.

2C. Ifthe applicant is a political subdivision and the long-term indebtedness is authorized through a special taxing district
creation process, the applicant shall provide all of the following:

b= One copy of all final documentation, notices, petitions, and related information at the conclusion of each step in
the special taxing district creation process.

&2. As-applieable; en An attorney’s opinien on the current legal status of the applicant and the applicant’s ability to
legally enter into the financial assistance agreement.

3D. I the applicant is regulated by the Arizona Corporation Commission, the applicant shall provide all of the following:

&l. Evidence that the financial assistance from the Authority to the applicant has been authorized by the Arizona
Corporation Commission.

b2, As-applienble; e An attorney’s opinion on the current legal status of the applicant and the applicant’s ability to
legally enter into the financial assistance agreement.

4E. All other applicants who are not included in subsections (+8), (2 C), and (& D) of this Section, shall demonstrate that
a majority of the beneficiaries consent to the terms and conditions of the financial assistance. The Board will assist
¢ach applicant to devise a process by which this consent is documented.

€F. Based on the Board’s determination of the applicant’s legal capability, the Board may recommend modifications to the pro-
posed project or the Board may recommend modifications to the applicant’s legal structure and organization.

R18-15-104. Financial Capability

R18-15-202, Eligibility Requirements for Financial Assistance
€R.

510. As-eppliesble-for For nonpoint source projects, the applicant shall ensure that the project is consistent with § 319 and

Title VI of the Clean Water Act, 33 U.S.C. 1329, 1381 through 1387,
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BC. The Board shall provide financial assistance to eligible governmental units for proposed projects in priority order according
to the priority list developed pursuant to R18-15-204. If the Board determines that an applicant will not be able to proceed
with a project in 2 manner consistent with the Clean Water Revolving Fund Intended Use Plan, the Board shall bypass that
project. The Board shall provide written notice to the applicant that the project has been bypassed. The Board shall replace
the bypassed project with the next project on the Clean Water Revolving Fund Priority List in rank order that is ready to
zccept financial assistance.

R18-13-203. Clean Water Revolving Fund Intended Use Plan

A= The Board shall publish an Intended Use Plan for each year in which it anticipates that it will provide financial assistance
for eligible projects. At a minimum the Intended Use Plan shall identify the projects by eligible applicant, project name
type of project, type of financial assistance, amount of financial assistance, and estimated interest rates to be charged. Thc;
Intended Use Plan shall also identify st use and equivalency projects. As-apphenble-the The Intended Use Plan shall be
prepared after providing for public comment and review. When an Intended Use Plan is to be submitted as fizst 1 of the

required documents requirgd 10 obtain a grant under Title VI of the Clean Water Act, 33 U.S.C. 1381 through 1387, the
Intended Use Plan shall include sueh any additional information as required by federal law.

ISSUE: WIFA in conjunction with GRRC staff determined that “pursuant t0” was used in the rule when referring to & standard.

ANALYSIS: “Pursuant to” is more commenly used to reference a mandate found in statute, rather than z statute that creates an
authority. Therefore, pursuant to is removed where it was used to mean something ¢lse.

CONCLUSION: R18-15-101 is an example of this type of amendment done in the rule.
7. “Clean Water Revolving Fund” means the fund pursuant-te established by AR.S. § 49-374.

1SSUE: WIFA in conjunction with GRRC staff determined that the rule should reflect the new title given the Clerk of the
Board.

ANALYSIS: To ensure clarity about the actual person who coordinates the information dispute process found in R18-15-112
the title Clerk needed to be replaced with Executive Director. ’

CONCLUSION: Clerk was deleted from R18-15-101, and executive director was added. R18-15-112 was amended to change
clerk to executive director.

R18-15-161. Definitions

20. “Execative Director” means the executive director of the Water Infrastructure Finance Authority of Arizona.
Ri8-35-1311 R18-15-112. Disputes

A. Any party having a substantial financial interest in or suffering a substantial adverse financial impact from an action taken
pur‘suant to this Chapter may filea fnrmal letter of dispute with the Glesk Executive Director. Within 30 days of receipt of
a dispute letter, the Authority shall issue a preliminary decision in writing, to be forwarded by certified mail to the party.

B. Any party filing a dispute pursuant to subsection (A) that disagrees with a preliminary decision of the Authority may file a
formal letter of appeal with the Board, provided such letter is received by the Glesk Executive Director not more than 15
days after the receipt by the party of the preliminary decision.

C. TheBoard slllall issue a final decision on issues appealed to it pursuant to subsection (B3) not more than 60 days after receipt
of the appeal.

.ISSdUE: USEPA Region IX and the University of Arizona noted that the definition of the Department was incorrectly alphabet-
ized.

ANALYSIS: To ensure a rule is “clear, concise, and understandable” the definitions should be contained in i section, alphabet-
ized and in compliance with the drafting rules published by the Secretary of State. ’

CONCLUSION: RI8-15-101 was amended to move the Department definition from subsection (13) to subsection (12) as
shown below. .

BEFORE: 13-“Deparimer

AFTER: 12. “Department” means the Arizona Department of Environmental Quality.

ISSUE: WIFA in conjunction with GRRC staff determined that some uses of “pursuant to” were more clearly stated in a differ-
ent manner.

H o Liepartpent-of- aviron

.,

ISSUE: WIFA determined on its own that all citations need to be complete,
ANALYSIS: WIFA corrected each citation to ensure a complete reference is in the nule text.

CONCLUSION: R18-15-101 is an example of a corrected citation. It was amended as shown below:
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2622 “Financial assistance” means the use of monies for any of the purposes identified in R18-15-201, R18-15-301, and
R18-15.401.

ISSUE: WIFA in conjunction with the GRRC staff determined that certain grammatical changes enhanced the readability of the
rule.

ANALYSIS: Reference to a singuiar entity written in the Ist person is the style recommended in rule drafting.
CONCLUSION: R18-135-102 was amended as shown below:
R18-15-102. Application Process

A. Eligible-financiel-assistance-recipients An applicant for financial assistance shall apply to the Authority for each type of
financial assistance on forms provided by the Authority. After the Board determines that an application is complete and
correct, the Authority may enter into a financial assistance agreement with the applicant.

ISSUE: WIFA on its own determined that the applicant needed some protection from compliance and enforcement at the
Department to use the need for financial assistance as a tool to issue notice of violations.

ANALYSIS: WIFA discussed this concern with the Director of the Department. Each determined that good pubic policy is to
encourage correction of problems rather then discourage coming forward with the need for financing. Therefore, the Director of
the Department committed to using the compliance assistance program as a mechanism to promote compliance. The Director
also set a standard for the limitation of the compliance and assistance program when there is an imminent and substantial endan-
germent to public health and the environment.

CONCLUSION: R18-15-102 is amended by adding subsection E as shown below;
E. Any confidential information shall be marked with the words “confidential information” on each page of the material con-

taining such information, A claim of confidential information mav be asserted for a trade seeret or information that. unoa
disclosure, would harm a person’s competitive advantage, The Authority shall not disclose any confidential information,

ISSUE: WIFA in conjunction with the GRRC staff determined some grammatical corrections were needed.

ANALYSIS: Rules must be clear, concise, and understandable to ensure consistent application of them.

CONCLUSION: See the section with the rule changes from proposal to final rule. It contains all grammatica corrections which
are throughout the rule.

ISSUE: The time-frame for providing information to the Authority was clarified from 45 days to at least 45 days.

ANALYSIS: To ensure timely receipt of sample ballots and governing body resofutions, WIFA needs the information at least
45 days prior to the election. This allows time for WIFA to made a correction to ensure full disclosure of the financing that
reguires approval,

CONCLUSION: R18-15-103 was amended as shown below:

al. One copy of the sample election ballot and election pamphiet at least 45 days prior to the election.

b2, One copy of the governing body resolution calling for the election at Jeast 45 days prior to the election.
ISSUE: WIFA in conjunction with GRRC staff corrected the following text to clarify the rule.

ANALYSIS: R18-15-103(B)(4) was amended to write the sentence in 1st person and verify the legal capability of the borrower.
RI8-15-103(C)(1} was amended to remove the requirement for draft documentation, because a copy of all documents is all that
is necessary. “Prior to each step” was removed to show that the documents could all be delivered at 1 time. In practicality, the
applicant prefers the Authority perform a check each step of the way.

CONCLUSION: R18-15-103 was arnended as shown below;
R18-15-103. Legal Capability

A. The applicant shall demonstrate that it is legally authorized to enter into long-term indebtedness and legally authorized to
pledge the dedicated

revenue source of for repayment es-defined-in required by R18-15-104.

2

a Pt Ba-aguiriecaniictecnl nanal s Lo ] SLo Oty fhy o 12
¥ ) &4 B gpa - ¥

B.

+  If the applicant is a political subdivision and the long-term indebtedness is authorized through an election, the appli-
cant shall provide all of the following:

it

One copy of the sample election ballot and election pamphlet at least 45 days prior to the election.

dr
A

One copy of the governing body resolution calling for the election at least 45 days prior to the election.

<

One copy of the election resulis following the efection.

&

. &7t An attorney’s opinion on the current legal status of the applicant and the applicant’s ability to
legally enter into the financial assistance agreement.
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2C.If the applicant is a political subdivision and the long-term indebtedness is authorized through a special taxing district
creation process, the applicant shall provide all of the following:

bl. One copy of a1l final documentation, notices, petitions, and related information at the ¢onclusion of each step in
the special taxing district creation process.

€2, As-applieable; ar An attorney’s opinion on the current lega! status of the applicant and the applicant’s ability to
legally enter into the financial assistance agreement.

3D.If the applicant is regulated by the Arizona Corporation Commission, the applicant shall provide all of the following:

al. Evidence that the financial assistance from the Authority to the applicant has been authorized by the Arizona
Corporation Commission.

B2. As-applicable; an An attorney’s opinion on the current legal status of the applicant and the applicant’s abil-
ity to legaily enter into the financial assistance agreement.

4E.All other applicants who are not included in subsections (3-B), (2 C), and (3 D) of this Section, shall demonstrate thata
majority of the beneficiaries consent to the terms and conditions of the financial assistance. The Board will assist each
applicant to devise a process by which this consent is documented.

GF. Based on the Board’s determination of the applicant’s legal capability, the Board may recommend modifications to the pro-
posed project or the Board may recommend modifications to the applicant’s legal structure and organization.

ISSUE: WIFA in conjunction with Region IX determined that project costs should include operation and maintenance costs.

ANALYSIS: A financing authority will need estimated operation, maintenance, and repiacement costs when estimating project
costs, because the annual expense will impact the facility’s ability to repay the loan. Therefore, the additional costs are included
to ensure a full and accurate financial condition is disclosed to the authority.

CONCLUSION: R18-15-104 is amended as shown below:

B. The applicant shall provide an estimate of the project costs, including applicable planning, design, and construction costs,
a5 well as estimated annual operation. maintenance, and replacement costs.

ISSUE: WIFA on its own determined that Financial Capability needed clarification about what rates and charges meant, and
that a sarnple ballot was not necessary, and some grammatical changes.

ANALYSIS: WIFA had in subsection F of Financial Capability a requirement for the applicant to submit 2 sample ballot or
petition, if applicable. WIFA has on many occasions helped applicants draft their petitions and ballots, therefore the requirement
to submit a sample did not seem necessary. Furthermore, an applicant either has voter, petition, or some form of approval ornot.

CONCLUSION: R18-13-104 was amended as follows:

A. The applicant shall identify the g dedicated revenue source of for repayment for of the financial assistance. When determin-
ing an applicant's financial capability, the Board shall consider ali the following:

1. i !
of the previous 3 fiscal years.

2. An estimate of the applicent’s-celection-orreceipt-of amount of money that will be collected through the dedicated
revenue source for the current fiscal year.

The amount of money collected thropeh the dedicated revenue source for gach

3. A projection of the applicantis-collection-epreceipt-of gmount of money that will be collected through the dedicated
revenue source ia for gach of the next 3 fiscal years.

B. The applicant shall provide an estimate of the project costs, including applicable planning, design, and construction costs,
as well as estimated anpual operation, maintenance. and replacerment costs.

C. The applicant shali provide an estimated schedule of required disbursements of the financial assistance.

A nart-of-the ave-afthe Rl .='__ :_._ i 3 PIYIERY. & & 3 I@applicantshall
provide the following information:
1. One copy of each financial statement, audit, or comprehensive financial statement from the previous 3 fiscal years.

2. One copy of each budget, business plan, management plan or financial pian from the previous 3 fiscal years and frem
the current fiscal year.

One copy of the proposed budget, business plan, management plan or financial pian for the next fiscal year.

& A summary of current-sates-and-charges fees for drinking or wastewsater services including, as applicable, any resolu-
tions passed by the governing body of a political subdivision.
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5. The most recent version of the applicant’s capital improvement plan or other plan eutlining explaining proposed infra-
structure investments.

[SSUE: WIFA in conjunction: with GRRC staff determined that R18-15-103 needed grammatical corrections.
CONCLUSION: R18-15-105 was amended as shown below:

The applicant shail

C.

¢ : apph echical-capability-the The Board may consider eitherofthefollowing

the agpix{:ant -E—Reeeﬂt comphancc hlstory ef-the-appHeant-relative, as applicable, to the Clean Water Act, 33 UU.S.C.
1251 through 1387, Safe Drinking Water Act, 42 U S C 300(f) through 300(1]( 25) re]atcd Anzona statutes, and reiated
rales, regulations, and policies. 2-Fh A 0 B

ISSUE: WIFA in conjunction with GRRC staff determined that R18-135-106 needed grammatical changes.
CONCLUSION: RI18-15-106 is amended as foilows:
R18-15-106. Managerial and Institutional Capability

A. The Board shall review each applicant’s capability to manage the proposed project.

The apphcant shall provxde the followmg mformatmn
1. As applicable, copies of resumes, biographies, years of experience, term of office and related information of the own-
ers, managers, chief elected officials, and governing body members eenneeted-te of the applicant.
2. Alist of professional and outside services connested-te retained b}g the applicant and the proposed project.
C. . . : e

the The Board may consider either

ef the foilowu:g

1. Reeent As applicable compliance history of the applicant relative,-as-applicable; to the Clean Water Act, 33 US.C.
1231 through 1387, Safe Drinking Water Act, 42 1.8.C. 300(f) through 300(i)}(25), refated Arizona statutes, and
related rules, regulations, and policies.

2. The sgope and size of the proposed project and the applicant’s ability to manage the project once compieted.

ISSUE: RI18-15-107 was inserted by combining the information previously found in the Environmental Assessment in 18
AAC. 10and R18-15-207, R18-15-307, and R18-15-402.

ANALYSIS: The requirement to perform an Environmental Impact Statement is contained in the Clean Water Act, and is
required for any federal action that may impact the environment. Although WIFA may conclude that these projects are typically
a categorical exclusion because an environmental impact is not achievable, the reqmrement for the review remains. Therefore,
WIFA felt the rule was clearer by containing the entire environmental impact statement in section, and providing a cross refer-
ence from each article to the process,

‘CONCLUSION: To see the changes please review the changes from proposal to final rule as noted at the end of this section.
ISSUE: WIFA in conjunction with GRRC staff determined that the following changes clarified R18-15-108.
CONCLUSION: R18-15-108 is 2 amended as shown below:

Ri8-15-167 R18-15-108. Readiness to Proceed

A. The Board shall review each applicant’s readiness to proceed with the proposed project.

he The Board shall eensider use all of the following

tevels-of readiness-to-proceed-stated-below readme§s cntersa to c]asssfy projects (the higher the devel number, the mere
ready-to-proeeed higher the level of readiness):

k. Level 1 -- The applicant has received authorization to enter into long-term indebtedness,
2. Level2--
a. The Board has determined the-appliesnt’s ]l of the following:

41 Legal capability pursuant to R18-15-103.
b ii. Financial capability pursuant to R18-15-104.
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e [il. Technical capability pursuant to R18-15-105.
4 iv. Manageria! and institutional capability pursuant to R1 8-15-106.
eb. The applicant has completed the requirement for Level 1. ofvendinessto-procesds

3. Level3 -~
a. The plans and specifications have been reviewed and approved by the Department or the Department’s designee.

b. The applicant has completed the requirements for Levels 1 and 2. of rendiness-to-proeeed:

4, leveld--

a. The applicant is in the process of obtaining all applicable permits and approvals required by federal, state, and
local authorities.

b. The applicant has completed the requirements for Levels 1, 2, and 3. -ef readiness-to-proeeed:

5. Level 5«
a. The applicant has obtained alt applicable permits and approvals required by federal, state, and Jocal authorities.

b, The applicant has completed the requiremgants for Levels 1, 2, 3, and 4. ofreadiness-to-proceed:

6. Level6--

a. The applicant has received and accepted bids for the project or, with prior approval from the Board, the applicant
has commenced construction.

b. The applicant has completed the requirements for Levels 1,2, 3, 4, and 5. efrendiness-to proceed:

C. As applicable, until the environmental review process described in RIS-15-200 R18-15-367 o Ret8-15-403 R18:13-107
is completed, the Board shall limit payments of financial assistance o preconstruction activity.

D. Until all applicable permits and approvals required by federal, state, and local authorities are obtained, the Board shall limit
payments of financial assistance to preconstruction activity.

ISSUE: WIFA in conjunction with GRRC staff made corrections to the following sections R1 8-15-109, R18-15-110, R18-15-
111, R18-15-112 to improve readability.

CONCLUSION: R18-15-109, R18-15-110, R1 §-15-111, and R18-15-112 is amended as shown in the section that contains the
changes from proposed rui¢ to fina! rule.

ISSUE: WIFA based upon USEPA’s Region IX request clarified the class ranking to ensure everyone knew that “A” was the
highest priority. :
ANALYSIS: To ensure rules are clear and understandable, all assumptions should be expressly stated in the rule.
CONCLUSION: R18-15-205 was amended as follows:

B. When the Priority List is required pursuant to subsection (A), the Board shall rank the projects by priority class (alphabet:
ized with A as the highest priority class), priority points, and year.

ISSUE: WIFA in conjunction with GRRC staff found grammatical and cross reference changes to correct in Article 2, Addi-
tionally, WIFA determined on its own that an alternative was needed for useful application of multiple surveys that overlapped

a project’s service aréa.

ANALYSIS: If multiple surveys are available to determine the possible income from the users, it is in the Board and the appli-
cant’s best interest to have accurate data. if the 2 surveys are dispirit in numbers, a choice must be made as to the appropriate
data. WIFA believes there is no way to chose the correct data, therefore the rule will allow averaging of the multiple inputs.

CONCLUSION: All grammatical changes 1o Article 2 are noted at the end of this section. The change to allow for averaging
survey information is shown below. This change was applied to R18-15-206.

J. The Board may use the most recent United States census data to determine the applicant’s and the state’s median household
income. If the Board or the applicant determines that this data is insufficient, en-income-Survey-can-be-conducted the

applicant shali use a reliable and impartial entity to conduct an income survey of the applicant’s service area. by-a-reliable
: o

- If the applicant’s service area is inclunded in more than income area the Board may use an average of
income areas to define the service area’s median household income,

ISSUE: WIFA determined on its own that as-built plans should always be submitted to the authority rather than the department,

ANALYSIS: As-built plans and specifications are useful in the public financing to verify the planned construction, This infor-
mation is now always required for ADEQ approval, but is always needed for WIFA approval.

CONCLUSION:R18-15-207(D) was amended as follows:
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4. As-built plans and specifications shall be submitted to the Department Authority and the recipient.
ISSUE: WIFA in conjunction with Region [X determined that clarification was needed on the types of financial assistance.

ANALYSIS: To ensure that all possible uses of the fund are included in the rule, 2 general statement that specifies all financial
assistance allowed by the Safe Drinking Water Act is included in rule.

CONCLUSION: R18-135-301(A) is amended by qualifying the refinancing option and adding item number 4.
4. QOther uses authorized by the Safe Drinking Water Act, 42 U.8.C. 300() through 300{1)(25).

ISSUE: WIFA in conjunction with GRRC corrected gramumar in R18-15-301(C). WIFA in conjunction with USEPA Region
IX determined that the use of “may” needed to be replaced with “shail” to show a stronger commitment to assisting small water
systems.

CONCLUSION: Ri8-15-301(C) was amended as foliows:

C. Pursuant to the Safe Drinking Water Act, 42 1L.8.C. 3000 through 300((235), 15% of available Drinking Water Revolving

Fund financial assistance may-be-mwarded-to ghall be available solely for drinking water facilities serving fewer than
10,000 persons consistent with the requirements for financial assistance within Article 3.

ISSUE: WIFA in conjunction with the USEPA Region IX determined that R18-15-302(A) needed clarification of the project
proposais,

ANALYSIS: The original list was not complete enough to give the applicant notice of all possible financial assistance projects
that might be proposed. Therefore, acquisition was included. Additionally the refinancing is only applicable to drinking water
facilities that are owned by a political subdivisions.

CONCLUSION: R18-15-302(A) was amended as shown below:

A. To be eligible to receive financial 3531stance an apphcant shail be a drmk;ng water fac:lity as deﬂncd by A R S. § 49-371
An apphcant may propose a project for-any-ofth : 5 B onstrs A
0; plan, design, construct, acgmre, ar 1mgrove 2 drm%cmg water facxlrgz, or ref‘ inance an ehgtb
drinking water facility,

ISSUE: WIFA in conjunction with GRRC made grammatical changes to R18-13-303, WIFA in conjunction with USEPA made
changes the Intended Use Plan described in R18-15-303. Region IX of the USEPA clarified the last sentence to ensure addi-
tional information required was triggered by federal law,

ANALYSIS: The USEPA detennined that the Intended Use Plan needed to include the population of the area served by the
project to assist in public comment and review. Additionally, “as applicable” needed to be struck hecause this is always
required. The Region IX comment to amend the last sentence was to ensure specificity about what additional information was
required.

CONCLUSION: R18-15-303 was amended as follows:

The Board shall publish an Intended Use Plan for each year in which it anticipates that it will provide financial assistance for eli-
gible projects. At a minimum, the Intended Use Plan shall identify the projects by eligible applicant, project name, type of
project, type of financial assistance, amount of financial assistance, population served by the project, and estimated interest rates
to be charged. As-eppheablerthe The Intended Use Plan shall be prepared after providing for public comment and review. When
an Intended Use Plan is to be submitted as fisst 1 of the required documents required to obtain a grant under the Safe Drinking
Water Act, 42 U.S.C, 300(f) through 300(}(25), the Intended Use Plan shall inciude sueh any additional information es
required by federal law.

ISSUE: WIFA in conjunction with GRRC staff determined that the “year” referenced R18-15-304(A) was unclear as to what
month it began,

ANALYSIS: When specifying dates in a rule, it is necessary to give a reference when referring to a unit of time such as a week,
month, or year. In this instance, the year references a 12 month period, whereby the year’s beginning date is not a critical factor,
but it is criticai that a Priority List be adopted every 12 months.

CONCLUSION: R18-15-304 was amended to delete vear and replace it with “12-month period” as shown below
A.  Each year the Board shall adopt the Priority List for the next year- 12-month period.

ISSUE: WIFA in conjunction with the EPA determined that the rule did not expresshy state that priority class A was the highest
ranking class.

ANALYSIS: To ensure clarity in 2 rule, when using a ranking or classing system, it is important 1o identify the highest ranking
element of the system.

CONCLUSION: R18-15-304(B) was amended as shown below. R18-15-204 was also amended in the same manner.

B. When the Priority List is required pursuant to subsection {A), the Board shall rank the projects by priority class {alphabet-
ized with A as the highest priority elass), priority points, and year.
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ISSUE: WIFA in conjunction with GRRC staff determined that R18-15-304(F) needed to be amended to remove a redund
a redundan
ANALYSIS: R18-15-304(C) contains a restatement of what is in R18-15-304{B}, therefore it was not necessary to b CY.
e repeated.

CONCLUSION: R18-1 5.304(F) was amended by removing the duplicate sentence as shown below

F. The Board shall consider all comments submitted in writing prior to the meeting, give )
writing at the meeting, or submitted subsequent to the meeting but prior to theg;f):e gfo tr;il}\lv?itézs mosiing, sumitted in
Board shall establish a written comment period and shall publish the date upon which the COmmenioﬁr?:;t {Jcnoc!. The

meeting notice. The-Board-snat-al o-considerthe-eriteria-identified-in-subseetion Th (EOSGSIBthg
contments received, prepare responses, and adopt the Priority List to be used to adnginisfeig?;;%srlzraj:iiz%nggz; all (;f the
1 Revolving

Fund during the foliowing fiscal year.
ISSUE: WIFA in conjunction with Region IX and the USEPA determined that R18-15-304(G)(2) appeared to state that th
¢ that the

Board could alter the priority list to fund other projects needed to sell bonds.

ANALYSIS: The Board is not authorized by the Safe Drinking Water Act to fund projects

Arizona Revised Statutes do not disallow this function. Therefore, the Board can fu%djprzj Ggf:s:ifhtsvszli boud_s. However, the
are not financed by federal money, but that assist in the overall bond sale. To ensure that EPA underst adertguahty bonds which
never aiter the priority list just for this reason, subsection (G)(1) was amended to remove the refert';lrrllcst at the Board would
Gnancial arrangements made to sell bonds for state match. € to needed to support

CONCLUSION: R18-135-304(G)(1) was amended as follows:
G. The Board smay shali make additions or modifications to the Priority List when tall of the foliowing conditions-
. NS5 2rg met:

|. The project meets the criteria for Priority Class A specified in R18-15-305(B)- .
cover the cost of the project and to honor funding commitments made to othe(:r ;}% jfwded ter S,a:;p aaﬁvasglﬁaba ]f ‘to;

0

>

32, The additions or modifications are made by the Board at 2 public meeting,

ISSUE: WIFA in conjunction with the 1JSEPA determined that although the rule indicat i ;
between the Board and the applicant who is on the priority list, this was not expressly sta;:;es there might be continued work

ANALYSIS: It is good public policy for the Board to continue working with unfunded i : .
The needs of the unfunded facilities tend to increase OVer time rather than diminish. There?gfém\%g ;:I} the project priority list.
a policy of the Board, which is 1o continue work with unfunded systems. ’ is willing to place in rule

CONCLUSION: R18-15-304(I) was amended as shown below.
1 The Board shall retain 2 project on the Priority List. and work with each system in i i for] :
pypassed pursuant to R18-15-302(BC). in its assigned priority ranking if it is
ISSUE: WIFA on its own determined that Environmental Assessment should be moved from R18-15-307 to R18-15-10
-15- 154107,
ANALYSIS: The cross reference found in R18-15-305(A) has been amended to reflect the consolidation of R18-15-107
CONCLUSION: The last sentence of R18-15-305(A) was amended as shown below: '

The Board may reevaluate project priority classes under R18-15-304(G) if supported by i ; -
sibitity studies, enforcement actions, and environmental reviews conducted urfc?er%}g—m luso-rll 55?10517& fecility plans, fea-

ISSUE: WIFA on its own determined that some references to “acute violations” wers an i

. R € an 1 Tyt ¢

violation.” inacourate description of the “type of

ANALYSIS: There are different standards that can be violated in the national primary drinking water stand .

include volatile organics or maximum contaminant levels. Contaminants can be categorized into aszzel (az:is, of which may
Kposure impacts

fuman health) or non-acute (continued exposure fmpacts human health) types. Therefor i :
the type of contaminants as acute or non-acute rather than the type of violation of the naziz’ng ;ﬁﬁgg%&%gﬁgﬁt&:‘;ﬁytdﬁcr?e
T standards.

CONCLUSION: R18-15-305(B) and R18-15-305(D) were amended as shown below, including grammatical correcti
ections:

B. Class A -- The Board may designate a project as Priority Class A if acute contami iolati ;
drinking water standards exist, Aeute-violatons ﬂmmmmw fi‘:}t;‘:f; of the national primary
lations where a single expostre to 2 drinking water contaminant can cause severe health effects uous or Infermitient vio-
documented by official reports, data, or findings of a regulatory authority, and-cemsestive Ce - The violations shall be
measures have-been shail be initiated es and evidenced by 1 or more of the following: Lorrective action or mitigation

1. Thru 5. No Change.

D. Class B -- The Board may designate 2 project as Priority Class B if the goal of the project i
N s A . p £ pro imi R
tion of non-acute contaminants of the pational primary drinking water standards goggge;ztge;lmi?gt‘? 4 ReR-gete viola-
findings of a regulatory authority and corrective action or mitigation measures have been initizi/t:d ;gliiir;ponsé %atal, or
enced by 1 or

mote of the following!
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1. Thra 5. No Change

ISSUE: WIFA in conjunction with the EPA determined that the Drinking Water State Revolving Fand are not to be financed
with federal funds.

ANALYSIS: The Safe Drinking Water Act Amendments specifically exclude financing for growth. When the rule was drafted,
(E)(2) was written 10 describe problems that might be fundable. Therefore, a system that has an unusable source may need 2 new
drinking water facility, which is not growth. Additionally, Class E (deseribed in R18-15-205(G)) was intended to hold the
projects that might receive money where WIFA was a conduit. Therefore, this should be in Article 4 rather than Article 3.

CONCLUSION: R18-15-305(E) and R18-15-305(G) were amended as shown below:
E. Class C -- The Board may designate a project as Priority Class C if the goal of the project is to-de-t-efthe-folowing:

+  Upgrade or rehabilitate existing delivery capability or existing facility design in accordance with the Safe Drinking
Water Act Amendments.

2 C ik caeility:

G. ClassE -- The Board may designate a project which does not receive a designation pursuant to su
as Priority Class E. fthe-project-is-for-future-srowth-on £ the protact has hean
termrindebledness-

ISSUE: WIFA in conjunction with a commenter and GRRC staff determined that the formula found in R18-15-306(A) was cas-
ier to follow when the formula variables matched the st of varizbles.

bsections (B) through (F)

WD G FHFO RS

EHEE) &

25 = - £ &

ANALYSIS: Parallel construction in writing rule text provides a more readable ruie,
CONCLUSION: R18-15-306(A) was amended as shown below:

A.  The Board shall rank projects withia priority classes using priority values obtained from the following formula:
PV =HE + FE 4 PE-CRAFE HC + CFS + LFC + PYF + CR where:

ISSUE: WIFA in conjunction with GRRC staff found that grammatical changes were needed for clearer reading in RI&-15-
306(B).

ANALYSIS: Every rule must be clear, concise, and understandable to ensure approval by the Governor’s Regulatory Review
Council.

CONCLUSION: R18-15-306(B) was amended as shown below:

B. Health Criteria (HC) -- Whenever the Board determines that a project seeks to correct a violation of the national primary
drinking water standards, the Board shall award HC points. The Board shall use i i :
wnder-Priority-Classes-A-and B-as-contained-in information from documents obtained under R18-15-305(B) and R18-15-
303(D) to assign HC points. The Board shall award HC points shal-be-awarded up 10 2 maximum of 100 points with only

1 set of points awarded as follows:

ISSUE: WIFA in conjunction with the EPA determined that R18-15-306(C) needed clarification on the types of new source
capacity and a qualifier for the set-aside money that funds protection of source water.

ANALYSIS: Clear and concise rule drafting is done in the 1st person. This rule is intended to reflect the possible funding the
federal and state funds may finance for drinking water facilities. Therefore, the rule needs to be inclusive of all possible facili-
ties, but not be over inclusive when describing a broad category. The rule has been qualified with “eligible” as an adjective to
ensure proper disbursement of federal and state fonds.

CONCLUSION: R18-15-306(C)) was amended as shown below:

C. Condition of Fasilities Fagility and-Seurees Source (CFS) -- If an applicant is seeking financial assistance to construet,

upgrade, or rehabilitate a drinking water facilities facility, the Board shall award CFS points up to a maximum of 125
points as follows:

1. 20 points to secure at least 51% of new eligible source capacity with a renewable sourees source or 10 points to secure
at least 51% of new eligible source capacity with a nonrenewable source.

2. 20 points to construct, upgrade, or rehabilitate a component of the water treatment facilitios facility, other than disin-
fection equipment.

3. 20 points to upgrade or rehabilitate capacity of an existing eligible storage, pumping, or distribution faeilities facility.
4. 20 points to upgrade or rehabilitate existing, required disinfection equipmnent,

5. 15 points to protect an existing water seurees source from zn existing or future contamination threats threat to be

funded from § 300f of the Safe Drinking Water Act.

6. 15 points to upgrade or rehabilitate an existing wells wel| or spring box.
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7. 10 points to repair an existing transmission or distribution-systesms system.
8 5 points to reduce a taste, odor or corrosion preblems problem with at an existing fasitities facility.

ISSUE: WIFA on its own determined that grammatical corrections were needed to improve the readability of Article 4. Addi-
tionally, redundancies were removed (such as political subdivision’s reference).

ANALYSIS: Every rule must be clear, concise and understandable to ensure approval by the Governor’s Regulatory Review
Couneil.

CONCLUSION: All changes to Article 4 are noted below:
CHANGES FROM PROPOSED TO FINAL RULE ARE NOTED BELOW:
R18-15-101. Definitions

1n addition to the definitions prescribed in AR.S, §§ 49-101, 49-201, and 49-371, the terms of this Article, unless otherwise
specified, have the following meanings:

b=

“acutelv toxic” means the abilitv of a substance to ¢ause poisonous effects resulting in severe hiologicai harm or
death after 3 single exposure or dose.

12, “Applicant” means a governmental upit or a drinking water facility that is seeking financial assistance from the
authority pursuant to the provisions of this Chapter.

. “Application” means a request for financial assistance submitted to the Board, by an applicant.

23
34. “Approval to Construct” means the written approval issued by the Department to an applicant or recipient indicating
that project construction may begin.

45. “Authority” means the Water Infrastructure Finance Authority of Arizona pursuant to AR.S. § 49-371.
56. “Board” means the board of directors of the autherity pursuant to ARS, §49-371.

67. “Certified Water Quality Management Plan” means a plan prepared by the designated Water Quality Management
Planning Agency, pursuant to § 208 of the Clean Water Act, 33 U.5.C. $103-40-607;1288 and certified by the Gover-
nor.

48 “Clean Water Revolving Fund” means the fund pursuent-te established by AR.S. § 49-374.

&6, = 3 o om Y o & hatianed o L nte afra = & LTS g by Argbz ent A
- =4 H & FOBFa-Ort A-H crmingeitiles a1 HEHS &

9. “Collector” means a network of pipes or sewers used to collect and transport wastewater to a treatment piant or dis-
posal system,

10. “Constraction” means, for a project, any placement, assembly, or instaliation of a building, structure, equipment,
treatment process, collection lines, distribution lines, pumps, or related drinking water or water polution control
activity.

11. “Dedicsted Source of Repayment” means the source of revenue anthorized by the voters, petitioners or the Arizona
Corporation Commission to be used to repay the financial assistance,
12, “Department” means the Arizona Department of Environmental Quality.

1113.“Design life” means the period during which a treatment works or drinking water facility is planned and designed to
be operated.

1214 “Designated Water Quality Management Planning Agency” means a single representative organization designated by
the Governor pursuant to § 208 of the Clean Water Act. 33 US.C, 1288, to develop a Certified Water Quality Man-
agement Plan for the area. '

3415 “Disbursement” means the transfer of cash from the fundto a recipient.

1516 “Drinking Water Facility” means i R 2 community water system as defined in R18-
4-101. or 3 nonprofit pon-community water system as defined in B18-4-101.

16]7“Drinking Water Revolving Fund” means the fund pussuante established by ARS, §49-374.01,
17#18.“EPA” means the United States Environmental Protection Agency and its SuCCessor.

3819 “Equivalency Project” means a wastewater treatment facility under § 212 of the Clean Water Act, 33 U.S.C. 1292,
constructed in whole or in part before October 1, 1994, with funds equaling the amount of the federal capitalization
grant.

20 “Exeacutive Director” means the executive director of the Water Infrastructure Finance Authority of Arizona.
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4921 "Federal capitalization grant” means the assistance agreement by which the EPA obligates and awards funds allotted
to the Authority for purposes of capitalizing the Clean Water Revolving Fund and the Drinking Water Revolving
Fund.

2022 “Financial assistance™ means the use of monies for any of the purposes identified in R18-15-201, R18-15-301, and
R18-15-401.

2123 “Financial assistance agreement” means any agreement, including a loan repayment agreement, that defines the terms
for financiat assistance given pursuant to this Article,

2224 “First Use Project” means a project identified by EPA and the state as part of the National Municipal Policy List for
the state.

2323.“Governmental unit” means a political subdivision or Indian tribe that may receive financial assistance from the
Authority pursuant to A.R.S. § 49-373.

2426 “Infiltration” means water other than wastewater that enters a sewer system, inchuding sewer service connections and
foundation drains, from the ground through such means as defective pipes, pipe joints, connections, or manholes,

2527 “Intended Use Plan™ means the document prepared by the Authority identifying the intended uses of Clean Water
Revolving Fund and Drinking Water Revolving Fund capitalization grants pursuant to R18-15-203 and R18-15-303.

2628 “Interceptor” means a sewer which is designed for 1 or more of the following purposes:

a.  Teintercept wastewater from a final point in a collector and convey such wastes directly to a treatment facility or
another interceptor.

b.  To replace an existing wastewater treatment facility and transport the wastes to an adjoining collector or inter-
ceptor for conveyarce to a treatment plant,

c. To transport wastewater from 1 or more municipal collectors to another municipality or to a regional piant for
treatrent.

d.  To intercept an existing major discharge of raw or inadequately treated wastewater for transport directly to
another interceptor or o a treatment plant.

2723 *“Nonpoint Source Program” means Arizona's Nonpoint Source Program, approved by EPA under § 319 of the Clean
Water Act, 33 U.8.C. 1329, for controlling pellution from nonpoint sources.

30. “Preconstruction” means any activity that oceurs on the project hefore anv physical agtivity on-site such as the ereg-
tion, acquisition, alteration, remodeling, improvement. or extension of treatment works, collection lines. distribution
lines, or pumps.

2831 “Priority List” means the ranking of projects developed by the Board pursuant to R18-15-204 and R18-15-304.

2932 “Project” means any distinguishable segment or segments of a wastewater treatment facility, drinking water facility
or the Nonpoint Source Program which can be bid separately and for which financial assistance is being requested or
provided.

3833 “Project completion” means the date, as determined by the Authority, after consultation with the Department and the
applicant or recipient, that operation of the project is initiated or is capable of being initiated, whichever occurs 1st.

F+34 “Recipient” means an applicant who has entered into a financial assistance agreement with the Authority,

3235 “Replacement” means obtaining and installing equipment or accessories which are necessary during the desiga and
operation of the drinking water and wastewater infrastructure to maintain the capacity and performance for which
such infrastructure were designed and constructed,

3336 “Regulatory authority” means the Department, EPA, the Department of Health Services, a county, city, or other local
health department, a county environmental agency, or a sanitary district.

2437 “State match” means the monies that may be used to meet the requirements of § 602(b)(2) of the Clean Water Act, 33
1.5.C. 1382 and 1452(e) of the Safe Drinking Water Act, 42 U1S.C, 300()(12).

3538 “Treatment works” means any devices and systems for the storage, treatment, recycling, and reclamation of munici-
pal sewage, domestic sewage, or liquid industrial wastes used to implement § 201 of the Clean Water Act, 33 1.S.C.
1281, or necessary to recycle or reuse water over the design life of the works.

3639 "User charge” means a charge levied on users of drinking water and wastewater infrastructure.

R18-15-102, Application Process

A. Ehgible-financial-assistonee-reeipients An applicant for financial assistance shall apply to the Authority for each type of
financial assistance on forms provided by the Authority. After the Board determines that an application is complete and
correct, the Authority may enter inte 2 financial assistance agreement with the applicant.
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B. Anapplcant seeking Clean Water Revolving Fund financial assistance shall 2pply for financial assistance pursuant to Arti-
¢les 1 and 2 of this Chapter.

C. An applicant seeking Drinking Water Revelving Fund financial assistance shalt apply for financial assistance pursuant to '
Articles 1 and 3 of this Chapter.

D. An applicant seeking other types of financial assistance available through the Water Infrastructure Finance Authority shall
apply for financial assistance pursuant to Articles 1 and 4 of this Chapter.

E. Anv confidential information shall be marked with the words “confidential information” on each page of the materia] con-
taining sych information, A claim of confidential information may he asserted for a trade secret or information that, upon
disclosure, would harm a person’s competitive advantage, The Authority shall not disclose any confidential information,

R18-15-103, Legal Capability

A. The applicant shall demonstrate that it is legally authorized to enter info Jong-term indebtedness and legally authorized to
pledge the dedicated revenue source of for repayment as-defined-in 1 egmrcd by R18-15-104.

4. If the applicant is a political subdivision and the long-term indebtedness is authorized through an election, the appli-
cant shall provide all of the following:

One copy of the sample election ballot and election pamphlet at least 45 days prior to the election,

&

&
i

One copy of the governing body resolution calling for the election at least 45 days prior to the election.

1]
[Lex]

One copy of the election results following the election.

&

, & An attorney’s opinion on the current legal status of the applicant and the applicant’s ability o
lggally enter into the financial assistance agreement.

2C. ¥ the applicant is a political subdivision and the long-term indebtedness is authorized through a special taxing district
creation process, the applicant shail provide all of the following:

b One copy of all final documentation, notices, petitions, and related information at the conclusion of each step in
the special taxing district creation process.

e2. As-epphieable; ar An attorney’s opinion on the current legal status of the applicant and the applicant’s abxilty to
legally enter into the financial assistance agreement.

3D, Ifthe applicant is regulated by the Arizona Corporation Commission, the applicant shall provide all of the following:

a1, Evidence that the financial assistance from the Authority to the applicant has been authorized by the Arizona
Corporation Commission.

b2. Avappheable; an An attorney’s opinion on the current legal status of the applicent and the applicant’s ability to
legally enter into the financial assistance agreement.

4E. All other applicants who are not inciuded in subsections (3B}, (2C), and (3D} of this Section, shall demonstrate that a
majority of the beneficiaries consent to the terms and conditions of the financial assistance. The Board will assist
each applicant to devise a process by which this consent is documented.

€F. Based on the Board’s determination of the applicant’s legal capability, the Board may recommend meodifications to the pro-
posed project or the Board may recommend modifications to the applicant’s legal structure and organization.

R18-15-104. Financial Capability

A. The applicant shali identify the 3 dedicated revenue source of for repavment for of the financial assistance. When determin-
ing an applicant's financial capability, the Board shall consider all the following:

1. ‘Fheopplicants-celeetions-orreeeipt-of The amount of money collected through the dedicated revenue source for each

of the previous 5 fiscal years.

2. An estimate of the applicant’s-collestion-or-receipt-of amount of money that will be collected through the dedicated
revenue source for the current fiscal year,

3. A projection of the applicant’s-colicetion-orveceipt-of gmount of money that will be collected through the dedicared
revenue source i for each of the next 5 fiscal years.

B. The applicant shall provide an estimate of the project costs, including applicable planning, design, and construction costs,
a5 well a8 estimated annual operation. maintenance, and replagement costs.
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C. The applicant shall provide an estimated schedule of required disbursements of the financial assistance.

¢ The applicant shall

provxde the foliowmg mformaﬂon

1. One copy of each financial statement, audit, or comprehensive financial statement from the previous 5 fiscal vears.

2. One copy of each budget, business plan, management plan or financial plan from the previous 3 fiscal years and &em
the current fiscal year,

3. One copy of the proposed budget, business plan, management plan or financial plan for the next fiscal year.

4. A summary of current-rates-and-charges fees for drinking or wastewater services including, as applicable, any resolu-
tions passed by the governing body of a political subdivision.

3. The most recent version of the applicant’s capital improvement plan or other plan eutlining explaining proposed infra-
structure investments.

6. Copies of documentation relating to owtstanding indebtedness including official statements, financiat assistance agree-
ments, and amortization schedules.

7. The number of connections to be served by the proposed project.

E. Based on the Board’s determination of the applicant’s financial capability and the Board’s review of the estimated costs of
the project, the Board may recommend modifications to the proposed project or the Board may recommend modifications
to the dedicated revenue source.

R18-13-105. Technical Capability

A. The Board shall review each applicant’s technical capability to construct, operate and maintain the proposed project.

e The applicant shall

provxde the foﬂowmg mfonnatmn

1. One copy of each feasibility study, engineering report, design memorandum, set of plans and specifications and other
technical documentation related to the proposed project.

2. Copies of resumes, biographies or related information of the certified operators, system employees, or contractors
employed by the applicant to operate and maintain the existing facilities and the proposed project.

3. A description of the service territory including maps.

4. A description of the existing physical facilities.

2 i ilite-the The Board may consider o
the agplzcant '}mkeeem compharsce hlstory ef—%he—app}ie&m—fe}&ﬁ% as applicable, to the Clean Water Act, 33 U.8.C.
1251 through 1387, Safe Drinking Watcr Act, LJ S.C. 30{}{i) thmugh 3!]0(;)(25), reiatcd Ar:zona statutes, ar:d rciatcd

rules, regulations, and policies.

D. Based on the Board’s determination of the applicant’s technical capability and the Board’s review of the proposed project,
the Board may recommend modifications to the proposed project.

R18-15-106. Managerial and Institutional Capability

A. The Board shall review each applicant’s capability to manage the proposed project.

B, Aspo e jeaptls manasar sal-and-n
The apphcant sha!l prov1de the foilowmg mformatmn
1. Asapplicable, copies of resumes, biographies, years of experience, term of office and related information of the own-
ers, managers, chief elected officials, and govemning body members connested-te of the applicant.
2. Alist of professional and outside services cennected-te retained bx the apphcant and the proposed project.
C. e i i i ity-the The Board may consider either
ef the foElowmg
1. Reeent As applicable, compliance history of the applicant relative;-as-apphicable; to the Clean Water Act, 33 U.S.C.

1251 through 1387, Safe Drinking Water Act, 42 U.8.C. 300(5)_through 300{j)(23), related Arizona statutes, and
related rules, regulations, and policies.

2. The scope and size of the proposed project and the applicant’s ability to manage the project onee completed.
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Based on the Board’s determination of the applicant’s managerial capability and the Beard’s review of the proposed
project, the Board may recommend modifications to the proposed project.

R18-15-107. Environmental Review

A,

i

ke

(i

fes

The Authority shall conduct an environmental review pursuant to this Section for impacts of the design or construction. of
water infrastructure works in accordance with applicable federal and state law. As part of the application process. the

Authority shali request information from the applicant to condict an environmental review gongistent with the Clean Water
Act. 33 U.S.C. 1251 t0 1387, and AR.S, Title 49.

If_based on the application and other information submitted by the applicant, the Authority determines that a catesorical
exemption from an environmental review is watranted, the project is exempt from the requirgments of this Section. The
Authority shall grant an exemption if gxisting information and documents demonstrate that the project qualifies under 1 or
more of the following catepories:

1. Any project which is directed towards rehabilitation of existin facilities, functional replacement of equipment, or the
construction of new ancillary facilities adjacent or appurtenant fo existing facilities which do not affect the degree of

treatment or capacity of the existing facility,

2. Any project in sewered communities which is for minor upgrading and minor expansion of existing treatment works,
3. Any project in unsewered commupities where on-site technologies are proposed.

The Authority shall denv an exemption if the project falls under any of the following categories:

o

The projegt will create 2 new, or relocate an exjsting, discharge to surface or ground waters,

2

The proiect will resuit in substantial increases in the volume of discharge or the ioading of pollutants from an existing
source or from new facilities to receiving waters.

fr

The project is known or expected to have a significant effect on the quality of the human environment, either individ-
wally. cumulatively over time. or in conjunction with other federal, state, local, or private actions.

=

The project is known or expected to directly or indirectly affect cultural resources habitats of endangered or threat-
eped species, enviropmentally important natural resource areas such as floodplains, wetlands, important farmiands,
and aquifer rechargg zones; or other feSOUFCE areas.

[

The project is known gr expected 1o cause significant public controversy.

6. The proiect is known or expected not to be cost effective.

If the Authority determines that a categorical exemption is not warranted under subsegtion (B). the applicant shall prepare
an Environmental Information Document (EID) in 2 format preseribed by the Authority. The EID shall be of sufficient

scope to allow development of an Environmental Assessment (EA) under subsection (£},

The EA may be condugcted by the Authority or by the applicant under the supervision of the Authority and shall include
consideration of all of the following factors:

=

For the delineated planning area, the existing environmental conditions relevant either to the analysis of alternatives or
to determining the envirommental impacts of the proposed project,

[~

The relevant future environmental conditions of the delineated planning area, including the alternative of no action.

o

The purnose and need for the nroject in the planning area. including the existing public health or water uality prob-
iems and their severity and extent.

i

A comparative analvsis of feasible alternatives. including no action, throughout the project area. The com arison shali
focus on the heneficial and adverse consequences, both direct and indirect. on the existing environment, the furure
environment. and individual sensitive environmental issues that arg jdentified by project management or through pub-

lic participation conducted under this Sectjon. The comparison shall also include an analysis of all of the following
factors:

i

Land use and other social parameters. including recreation and open-space congiderations.

=

Consistency with population projects used to develop state implementation plans under the Clean Air Act, 42
U.8.C. 7401 to 7671.

o

Cumulative impacts, inglyding anticipated community growth within the project study area.

d.  Other anticipated public works projects. including goordination with such projects.

[

A full range of relevant impacts of the project, including any irreversible or irretrievable commitments of resources to
the project and the relationship between local short-term uses of the gnvironment and the maintenance and enhance~
ment of long-term productivity.
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6. Proposed structural and nonstructural measures to mitigate or eliminate adverse gffects on the humen and natural
environments. Among other measures, structural provisions include changes in project design, size. and location: and
nonstrugtural provisions include staging facilities. monitoring and enforcement of environmental rules, and local com-
mitments to develop and enforce land use rules.

F.  Upon.completion of the EA required by subsection (B, the Authority shall determine whether an environmental {impact
statement (EIS) is necessary,

1. The Authority shall prepare an EIS pursuant to subsection (G) if anv of the following conditions exist.

a.  The project is known or expected to have a significant adverse effect on the quality of the human environment,
gither individually, curnulatively over time. or in coniunction with other federal. state, loeal, or private actions.

b.  The project is known or expected to directly or indirectly adversely affect recognized cultural resources. habitats

of endangered or threatened species, environmentaily important natural resource areas such as floodplains, wet-
lands, important farmlands, and aquifer recharge zones, or other resource areas.

¢ The project is likely to cause significant public controversy or is known or expected not to be cost effective,
d. Theproiect discharges into a body of water where the present protected or designated use is not being met o is

being challenged as inadequate to protect existing nses, and the discharge will not be of sufficient quality or
quantity to meet the requirements of these uses.

2, Ifthe Authority determines, pursuant to subsection (F){1), that an FIS is not necessary. the Authority shall issue a
finding of no significant impact (FNST). The FNSI shall be accompanied by the submitted EA with an attached mem-

grandum from the Authority explaining any changes made to the submitted document. Upon issuance of the FNSIL the
proiect may proceed under the other requirements of this Article,

G.  An EIS required by subsection (F)(1) shall be prepared as follows;

The Authority shall st prepare and distribute a Notice of Intent.

2. Assoon as possible after the publication of the Notice of Intent required by subsection (G)(1), the Authority shall con-

vene a meeting of affected federal, state, and local agencies, affected Indian tribes. the applicant. and other interested

parties. At the meeting, the scope of the EIS shall be determined by considering a nember of factors, including all of
the following:

8. The significant issues to be analvzed in depth in the EIS.
The preliminary range of alternatives to be considered.

The potential cooperating agencies and information or analvses that may be needed from copperating agencies or
other parties,

The method for EIS preparation and the public participation strategy.

3. Upon completion of the process described in subsection (G)(2), the Authority shall identify and evaluate 1l poten-

tially viable alternatives to adequatelv address the range of issues identified. Additional issues may also he addressed,
or others eliminated, and the reasons documented as part of the EIS,

After the analysis of issues is conducted pursuant to subsection (G)3). the Authority shall issue a draft EIS for public
comment, Foliowing public comment pursuant to subsection (1), the Authority shall prepare a final EIS, consisting of

all of the following;

=

=

i

=

[

a  The draft EIS,

b.  Comments received on the draft EIS.

¢. A list of persons commenting on the draft EIS.

g, The Authority's responses to significant comments received.

e. A determination of consistency with the Certified Water Quality Management Plan.
f.  Any other information added by the Authority.

o

After a final BIS bas been issued under subsection (G), the Authority shall prepare and issue a record of decision (ROD)
containing the Authority's decision whether to proceed or not proceed with a project. A ROD issued with a decision to pro-

ceed shall include mitigation measures derived from the EIS process. A ROD issued with a decision not to proceed shall
preclude the project from receiving financial assistance under this Article.

Any project awaiting financial assistance which has a 5 or more vear-old cateporical exclusion. FNSI, or ROD under thig

Jr=t

Sectlgﬁ shall be subject to an enwronmentai reevaluation. The Authonl;y §ha1§ reevaluate the pm]ecg cnvxmnmemaf condi-
d ic vi id

Authority in makine its determination shall be included.
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J. Public notice and participation under this Section shall be conducted as follows:

L

2

o

=

fn

[

If 2 categorical exclusion is granted under subsection (B), the Authority shall provide public notice of that fact by pub-
lishing the notice as a leeal notice at Jeast onee, in 1 or more newspapers of general circulation in the county or coun-
ties concerned.

H a FNSI is issued under subsection 2). the Authority shali provide public notice pursuant to R18-1-401(A) that

the FNST is available for public review. The notice shall provide that comments on the FNSE may be submitted to the
Authority for a period of 30 davs from the date of publication of the notice. If no comments are received, the FNSi

shall immediately become effective.

If a Notice of Intent is prepared and distributed under subsection (G 1), the Authority shall publish it as a legal notice
at least once, in 1 or more newspapers of general circulation in the county or counties congermed,

If a draft EIS is issued under subsection (G)4). the Authority shall provide public notice pursuant to AA.C. R18-1-
401(A) that the draft RIS is available for public review. The notice shall provide that comments on the draft EIS may
be submitted to the Authority for a period of 30 days from the date of publication of the notice, In addition. if the
Authoritv determines that a project mav be controversial, the notice shall provide for a_general public hearing to

receive public comment pursuant to A A G, R18-1-401(B),

If the Authority reaffirms or revises a decision pursuant to subsection {1} of this Section, the Authority shall provide
public notice of that fact by publishing the notice as a legal notice at least once. in 1 or more newspapers of general
circulation in the county or counties concerned.

When public notice is required under this subsection, the Autherity shall also provide written notice to the applicable
Designated Water Quality Management, Planning Agency.

R13-45-1072 R18-15-108, Readiness to Proceed

A. The Board shall review each applicant’s readiness to proceed with the proposed project.

fevels-of rendiness-to-proceed-stated-below 1
ready-to-proeeed higher the level of readiness):
1.

2.

AR E ed-the The Board shall eensider yse all of the following
eadmess crxterxa 0 ciass;fv projects (the higher the leved number, the more

Level 1 -- The applicant has received authorization to enter into long-term indebtedness.
Level 2 -
4, The Board has determined the-appiicant’s all of the following:

#i. Legal capability pursuant to R18-15-103.

b ii. Financial capability pursuant to R18-15-104.

e 1ii. Technical capability pursuant to R18-15-105.

& v. Managerial and institutional capability pursuant to R18-15-106.

e b, The applicant has completed the requirement for Level 1. efseadiness-to-proceed:
Level 3
a.  The plans and specifications have been reviewed and approved by the Department or the Department’s designes.
b, The applicant has completed the requirements for Levels 1 and 2. ef-readiness-to-nroceed:
Level 4 --

a. The applicant is in the process of obtaining all applicable permits and approvals required by federsl, state, and
local authorities.

b.  The applicant has completed the requirements for Levels 1, 2, and 3. ofreadiness-to-proceed:
Level 5 --
a.  The applicant has obtained ali applicable permits and approvals required by federal, state, and local authorities.

b.  The applicant has completed the requirements for Levels 1, 2, 3, and 4. efreadiness-to-proceed:
Level 6 --

a.  The applicant has received and accepted bids for the project or, with prior approval from the Board, the applicant
has commenced construction.

b.  The applicant has completed the requirements for Levels 1, 2, 3, 4, and 5. efreadinessto proeced:
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C. As applicable, until the environmental review process described in R18-15-207-RI8-15-30% -0 Red 8-15-403 R!S 15:107 '. :
' is completed, the Board shall limit payments of financial assistance to preconstruction activity. :

D. Untii all applicable permxts and approvals required by federal, state, and local authorities are obtained, the Board shali hmlt
- payments of financial assistance to preconstruction activity,

' R18-35-108 R18-15-109. Interest Rate Determinations
A, In establishing interest rates for financial assistance made under this Chapter, the Authority:

1. Shall consider the interest rate on bonds issued by the Authority, prevailing market rates, the recommendations of
financial advisors, equity growth, and asset growths;

2. Shall not establish a rate which exceeds prevailing market rates for similar types of financial assistances;
3, Shall not establish a rate which is less than is needed to retire the Autherity’s bonds.

B, Asrequiredinteresttate-determinations-will-be-made The Authority shall establish interest rates on a Joan by loan basis. &5
defined-by-Authority-poliey: Such peliey determinations shall be adopted and amended as required by the Board at public
meetings of the Board.

R15-15-40% R18-15-110. Disbursements and Repayments

A. The Authority shall ensure that disbursements are consistent with the financial assistance agreement and incwrred project
£Xpenses.

B. The Authority shall charge a late fee for any loan repayment 30 days past the due date and every 30 days thereafter. The
authority shall refer any loan repayment over 90 days past due to the Office of the Attorney General for appropriate action
pursuant to A.R.S. § 49-375(1).

C. The recipient shall maintain 2 project account in accordance with generally accepted government accounting standards.
After reasonable notice by the Board, the recipient shall make available any project records reasonably required to deter-
mine compliance with the provisions of this Article and the financial assistance agreement.

R18-15-130 R18-15-111. Administration

A. The Board may use up to 4% of federal capitalization grant awards to pay the reasonable costs of administering the Clean
‘Water Revolving Fund and the Drinking Water Revolving Fund.

B. The Board may also require a recipient to pay = proportionate share of the expenses of the Authority’s operating costs.

Ri8-15-331 R18-15-112. Disputes

A. Any party having a substantial financial interest in or suffering 2 substantial adverse financial impact from an action taken
pursuant o this Chapter may file a formal letter of dispute with the &lerk Executive Director. Within 30 days of receipt of
a dispute letter, the Authority shall issue a preliminary decision in writing, to be forwarded by certified mail to the party.

B. Any party filing a dispute pursuant to subsection (A) that dlsagrees with a preliminary decision of the Authority may file a
formal letter of appcal with the Board, provided such letter is received by the Glerk Executive Director not more than 13
days after the receipt by the party of the preliminary decision.

C. The Board shall issue a final decision on issues appealed to it pursuant to subsection (B) not more than 60 days after receipt
of the appeal.

ARTICLE 2: CLEAN WATER REVOLVING FUND
R18-15.201. Types of Financial Assistance Available
A. The Authority may use the Clean Water Revolving Fund for any of the following purposes:
1. Financial assistance, which includes any of the following:
a.  Loans consistent with § 603(d)(1) of the Clean Water Act, 33 U.S.C, 1383+

b. The purchase or refinance of local debt obligations which were incurred after March 7, 1985, if building began
after that dates;

c. The guarantes or purchase of insurance for local obligations to improve credit market access or reduce interest
rates:;,

d.  Security as a source of repayment of principal and interest on bonds jssued by the Authority provided that the net
proceeds of the bonds are deposited in the fund:;

e. Guarantees of debt obligations by governmental units which are issued to finance eligible projects.

2. Iavestments to earn interest to be deposited into the fund.
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3. Payments of costs to administer the fund.

B. The Board shall describe projects and proposed financial agsistance in the Clean Water Revolving Fund Intended Use Plan,

developed pursuant to R18-15-203.

R18-15-202. Eligibility Requirements for Financial Assistance
A. To be eligible to receive financial assistance an applicant shall propese a project foreither-of-the-following-purpeses: 10

design, construct, acquire, improve or refinance a publicly owned wastewater treatment facility or projects listed on the
Nonpoint Source Management Plan.

B. A project eligible under subsection (A) shail also meet all of the following applicable requirements prior to receiving finan-

cial assistance:

1. The project shall appear on the Clean Water Revolving Fund Priority List developed pursuant to R18-15-204.
The applicant shall demonstrate legal capability pursuant to R18-15-103.

The applicant shall demonstrate financial capability pursuant to R18-15-104.

The applicant shali demonstrate technical capability pursuant to R18-15-103.

The applicant shall demonstrate managerial and institutional capability pursuant to R18-15-106.

N T

The applicant shall demonstrate completion of the environmental review progess pursuant to R18-15-107.
67. The applicant shall demonstrate readiness to proceed pursuant to Ri8-35-167 R18:15-108.

48. The applicant shall obtain or be in the process of obtaining il permits and approvais required by federal, state, and
local authorities.

89. The applicant shall ensure that the project is consistent with the Certified Water Quality Management Plan.

910, As-applieable-fer For nonpoint source projects, the applicant shall ensure that the project is consistent with § 319 and
Title VI of the Clean Water Act, 33 11.5.C. 1329, 138] through 1387.

DC. The Board shall provide financial assistance to eligible governmental units for proposed projects in priority order according

to the priority list developed pursuant to R18-15-204. If the Board determines that an applicant will not be able to proceed
with a project in a manner consistent with the Clean Water Revolving Fund Intended Use Plan, the Board shall bypass that
project. The Board shall provide written notice to the applicant that the project has been bypassed. The Board shall replace
the bypassed project with the next project on the Clean Water Revolving Fund Priority List in rank order that is ready to
accept financial assistance.

R18-15-203, Clean Water Revolving Fund Intended Use Plan

Az The Board shall publish an Intended Use Plan for each year in which it anticipates that it will provide financial assistance

for eligible projects. At & minimum the Intended Use Plan shall identify the projects by eligible applicant, project name,
type of project, type of financial assistance, amount of financial assistance, and estimated interest rates to be charged. The
Intended Use Plan shall also identify 1st use and equivalency projects. As-upphieablerthe The Intended Use Plan shall be
prepared after providing for public comment and review, When an Intended Use Plan is to be submitted as fizst 1 of the
required documents required to obtain & grant under Title VI of the Clean Water Act, 33 U.8.C. 1381 through 1387, the
Intended Use Plan shall include suek any additional information as required by federal law.

R18-15-204. Clean Water Revolving Fund Prierity List

A. Each year the Board shall adopt the Priority List for the next year 12-month period. The Board shall not adopt a new list for

years where funds are not adequate {0 assist any projects.

B. When the Priority List is required pursuant to subsection {(A), the Board shall rank the projects by priority class (alphabet-

ized with A as the highest priority class), priority points, and year.

C. Apphieants An applicant, desiring placement on the Priority List, shall make sheis its request for placement of 1 or more

proposed projects on or before a date specified by the Board, When requesting placement on the Priority List, an applicant
shall submit information within an application format specified by the Board.

D, The Board shall prepare & draft Priority List. In developing a draft Priority List, the Board shali consider all requests sub-

mitted under subsection (C), all requests made by regulatory authorities, all plans prepared pursuant to the Clear Water
Act, 33 11.8.C. 1251 through 1387, and the most recenily adopted Priority List.
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E. The Board shall hold a public meeting to receive comments on the draft Priority List. The Board shall publish a notice of
the public meeting in newspapers statewide at least 21 days prior to the meeting date and make copies of the draft Priority
List available to the public at least 14 days prior to the meeting date.

F. The Board shali consider all comments submitted in writing prior to the meeting, given orally at the meeting, submitted in
writing at the meeting, or submitted subsequent to the meeting but prior to the close of the written comment period The
Board shall establish a wrmen cemment permd and shall puhl&sh the date upon which the comment period closes in the
meefing notice. Tk e : The Board shall summarize all of the
comments received, prepare responses, and adopt thc Pnonty List to be useci to administer the Clean Water Revolving
Fund during the following fiscal year.

. The Board shali make additions or modifications to the Priority List wheneverany when 1 gr more of the following condi-
tions are met:

1. The project meets the criteria for Priority Class A specified in R18-15-205(B).

2. Funds are available to cover the cost of the project and to honor funding commitments made to other projects or
needed to support financial arrangements made to sell bonds for the state match.

3. The additions or modifications are made by the Board at a public meeting.

H. After an opportunity for public comment at a public meeting, the Board may remove a project from the Priority List under
any 1 of the following circumstances:

1. The project has received all financial assistance from the fund requested by the applicant.
2. The project has been financed with long-term indebtedness from another source.

3. The project is no longer an eligible project.

4. The applicant requests removal.

I The Board shall retain a project on the Priority List in its assigned priority ranking if it is bypassed pursuant to-R18-15-
202(B3 R18-15-202(C).

R18-15-205. Clean Water Revolving Fund Priority Classes

A. The Board shall evaluate each project on the Priority List and place it into a priority class. The Board may place major por-
tions of a project into different priority classes. The Board shall consider separation of 2 project into different priority
classes when requested by the applicant or when the Board determines that available funds are inadeguate to provide assis-
tance to projects critical to the public health or to water quality. The Board may reevaluate project priority classes under
R18-15-204(G) when supported by information such as facility plans, feasibility studies, enforcement actions, and environ-
mental reviews conducted under R38-4+5-207 R18-15-107. If the Board determines that the problem being addressed by 2
project can be corrected by proper operation and maintenance of existing facilities, the project is ineligible for financial
assistance.

B, Class A -- The Board may designate a project as Priority Class A if both the following conditions exist:
1. The goal of the project is to eliminate either of the following:
a. Anenvironmental nuisance as defined in A.R.S. § 45-141.
b. A public health hazard declared by a regulatory authority.

2. Cormrective action or mitigation measures have been initiated as evidenced by 1 or more of the following:

a. Anadministrative order issued by a regulatory authority.
b. A court order or decision.
¢. A voluntary compliance agreement with a regulatory authority.

d. The implementation of a corrective action plan by a regulatory authority, which may include restrictions on con-
struction, connections, or development.

€. A voluntary corrgctive action plan implemented by the applicant and evidenced by restrictions or moratoriums.

C. Class A: Continuing Construction Projects -~ In addition to R18-15-205(B), the Board may designate a project as Priority
Class A if the project received funding in a prior fiscal year, the Board entered into a multi-fiscal year funding commitment
with the applicant, and the project received at least 20 points under R18-15-206(H).

D. Class B - The Board may designate a project as Priority Class B if the goal of the project is to eliminate a violation of
water quality standards documented by official reports, data, or findings of a regulatory authority and cotrective action or
mitigation measures have been initiated as evidenced by 1 or more of the following:

1. An administrative order issued by a regulatory authority.
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2. A court order or decision.
3. A voluntary compliance agreement with a regulatory authority.

4. The implementation of a corrective action plan by a regulatory authority, which may include restrictions on construc-
tion, connections, or development.

5, A voluntary corrective action plan implemented by the applicant and evidenced by restrictions or moratoriums.

Class C -~ The Board may designate a project as Priority Class C if the goal of the project is to correct water quality which
violates applicable permit requirements. The Board shall ensure that the violations are documented by required or special
monitoring reports which confirm that the discharge limits for a parameter were exceeded either 3 consecutive months dur-
ing the past year or any 4 months during the past year.

Class D -- The Board may designate a project as Priority Class D if any 1 of the foliowing conditions exists:
1. The project will provide capacity required to serve existing needs.

2. The project is designed for wastewater reuse, to conserve water, or to recharge wastewater.

3. The project is necessary to remedy interceptors which are overloaded.

Class E -- The Board may designate a project which does not receive a designation pursuant to subsections (B) through (B
F) as Priority Class E, if the project is for future growth only or if the project has been financed from another source of
long-term indebtedness.

R18-15-206. Clean Water Revelving Fund Priority List Ranking Criteria
A,

The Board shall rank projects within priority classes using priority values obtained from the following formula:
PV =VF+TD+CL +CW+ Cl+LFC £ PYF + CR where:
PV = Priority Value
VF = Violation Factor
TD = Treatment and Disposal
CL = Collection Lines
CW = Classification of Waters
Cl = Conservation Index
LFC = Local Fiscal Capacity
PYF = Prior Year Funding
CR = Consolidation and Regiopalization

Violation Factor (VF) -- Whenever the Board determines that a project seeks to correct a violation of a water quality stan-
dard or a violation of a condition contaired in a vaixd water quahty perm1t 1ssued by a ragulatory authonty thf: Board shal[
award VF points, The Board shali use doew

in information from documents obtained under R18-15-205(B) and 18-1 32 Q (D} to assign VF points, VF pomts—sh&}}-be
are awarded as follows up to a maximum of 100 points:

1. 40 points for nitrates, disease organisms or indicators, or conditions which create a threat to an endangered species,
2. 30 points for pathogens, heavy metals, and volatile organic cotnpounds (VOC’s).

3. 20 points for biochemical oxygen demand (BOD), suspended solids, or phosphates.

4. 10 points for pH, turbidity, or temperature.

Treatment and Disposal (TD) -- If an applicant is seeking financial assistance to construct, upgrade, or rehabilitate a treat-
ment or disposal process, the Board shall award TD points up to a maximum of 30 points with only 1 set of points awarded
as follows:

1. 30 points to provide additional treatment capacity to meet existing need.
30 points to construct new reatment capacity for an unsewered area.
23 points to provide additional disposal capacity.

20 points to upgrade treatment facilities to more stringent standards.

o W

15 points to which-will-relieve remedy existing design inadequacies.

6. 10 points for projects which will resolve existing operation and maimenance violations.
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7. 5 points for projects which wili expand treatment capacity to accommodate future growth,

D.  Collection Lires (CL) - If an applicant is seeking financial assistance for a collection line project, the Board shall award
CL points uap to 2 maximum of 30 points with only 1 set of points awarded as follows:

1. 30 points to extend service to an existing unsewered area where a documented water quality standard violation exists.
2. 235 points to repair, rehabilitate or replace existing collection lines.

3. 20 points to extend service to an existing unsewered area.

4. 15 points to replace coliection lines to accommodate existing growth.

5. 5 points io install new collection lines to accommodate future growth,

E. Classification of Waters (CW) -~ The Board shall award points for either surface water or groundwater categories but not
both. The most stringent protected use within each category shall be the sole determiner of the CW points. CW points are
awarded as follows up to 2 maximum of 30 points:

L. For surface water, CW points shall be awarded for discharges into a water body assigned 1 of the following protected
use classifications under R18-11-101:

8. 30 points for “full body contact” or “domestic water source.” For purposes of this subsection, 2 project that is not
within either of those classifications may receive 30 points if the discharge is into a water body classified as a
“unique water” defined in R18-11-101.

b. 20 points for “aquatic and wildlife--(cold water fishery)”.
¢. 15 points for “aquatic and wildlife” that is not a cold water fishery.
d. 10 points for “incidental human contact”.
2. For groundwater, CW points shall equal 30 points for discharges into an aquifer.
F.  Conservation Index (CI) -- The Board shail award Conservation Index points up to a maximum of 45 points as follows:

1. 30 points if the project will mﬁm%wmwmﬁmwmg reclaim, reuse, or recharging
recharge at least 51% of ireated wastewater consistent with state law,

2. 15 points if the project will productively recycle wastewater constituents-esrecover-enersy.
3. O points if the project will not reclaim, reuse, or recharge wastewater.
G. Lotal Fiscal Capacity (LFC) -- The Board shall award LFC points up to a maximum of 160 points as follows:

L. Median Household Income (MHI) ~- The Board shall divide the MHI from the area served by the applicant by the
state’s MHI (Service Area MHL/State MHI) to award points as follows:

a. 40 points if the area’s MHI is less than 25% of the State’s MHL

b. 30 points if the area’s MHI is between 25% and 50% of the State’s MHL
<. 20 points if the area’s MHI is between 51% and 75% of the State’s MHI.
d. 10 points if the area’s MHI is between 76% and 100% of the State’s MHIL
¢. 0 points if the areas’s MHI is more than 100% of the State’s MHL

2. User Fees -- The Board shall divide the applicant’s proposed residential user fes, rates, and charges by the service
area’s MHI (Proposed User Fees, Rates and Charges/Area MHI) to award points as follows;

a. 20 points if the rates are more than 2% of the area’s MHL
b, 10 points if the rates are between 1% and 2% of the area’s MHI.

¢. O points if the rates area is less than 1% of the area’s MHIL

3. Investment -- The Board shall divide existing indebtedness, existing investments, and proposed indebtedness by the
service area’s MHI (Investment/Serviee Area MHI) to award points-based as follows:

a. 20 points if the existing and proposed investment is more than 1% of the area’s MHL
b. 10 points if the existing and proposed investment is between .5% and 1% of the area’s MHL
¢. 0 points if the existing and proposed investment is less than .5% of the area’s MHL

4. Cost Effectiveness {CE) -- The Board shall divide the estimated costs of construction by the number of benefitting

connections (Construction Costs/# of Benefitting Connections) to award enly-1-efthe following set-of points awarded
as follows:
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a. 20 points if CE is less than $2,500 per benefitting connection.
b. 10 points if CE is between 32,500 and $5,000 per benefitting connection.
¢ 0 points if CE is more than $3,000 per benefitting connection.

H. Prior Year Funding (PYF) -- The Board shali award PYF points up to a maximum of 3¢ points with only 1 efthe-following
set of points awarded gs follows:

1. 30 points if the applicant i5 requests additional financial assistance for a multi-vear construction preject which
received financial assistance from the Authority in a previous fiscal year.

2. 20 points if the applicant requests additional financial assistance to offset actual costs or justified overruns.

3. 10 points if the applicant requests financial assistance to construct 2 project which received planning and design finan-
cial agsistance from the Authority in a previous fiscal year.

4. -10 points if the applicant requests financial assistance to offset cost overruns.
I Consolidation & Regionalization (CR} -~ The Board shall award CR points up to a maximum of 50 points as follows:
1. 20 points if the applicant is consolidating the physical facilities of existing multipte facilities.
2. 20 points if the applicant is extending service to existing areas currently served by another facility.
3. 5 points if the applicant is consolidating the operations of existing multiple facilities.
4. 5 points if the applicant is consolidating the ownership of existing multiple facilities.

J.  The Board may use the most recent United States census data to determine the applicant’s and the state’s median household
income. If the Board or the applicant determines that this data is insufficient, an-ineeme-survey-ean-be-condusied the
applicant shall use a reliable and impartial entity to conduct an income survey of the applicant’s service area. by-arelinble
impartiat-souree: If the applicant’s service area is included in more than _income area the Board Imay use an gverage of

income areas to defing the service area’s median household income.
¢ 15207 Eavi L Rowi
Moved to Article 1.
Ri18-15-208 R18-15-207. Project Construction

A. The Department shall not issue an Approval to Construct to an applicant or recipient until all of the following have
occurred:

1. An on-site inspection by the Department.
2. The development by the applicant or recipient of a siudge management use and disposal plan.
3. Areview of all setback requirements by the Department.

B. Prior to awarding contracts for construction associated with the project, the applicant or recipient shall demonstrate all of
the following:

1. All easements and rights-of-way have been obtained.

2. All contracts, subagreements, and force account work are consistent with the Arizona Procurement Code, A.R.S. § 41-
2501 et seq.

3. Allrequired approvals and permits have been obtained from the following entities:

a.  The Department including the requirements contained in 18 A.A.C. 9.

b.  Applicable federal, state, and local authorities as related to;
(1} Leases.
(2) Zoning permits.
(3) Building permits.
(4) Flood plain approvals.
{3) Air quality permits.
{6) Solid waste approvals.

C. During construction of wastewater treatment facilities, the recipient shall do all the following:

1. Conduct work in compliance with the requirements of 18 A.LA.C. 9.
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2. Employ a qualified, registered, professional engineer to directly supervise construction management and inspection.
D.  Upon project completion, all of the following requirements shall be satisfied:

1. The project shall receive a final inspection and obtain all certifications and approvals required by 18 A.A.C. 9.

2. The recipient shall accept the project in writing.

3. Any required operation and maintenance manual shall be completed.

4. As-built pians and specifications shall be submitted to the Bepartment Authority and the recipient.

E. Within 1 year after project completion, the recipient shall certify that the wastewater treatment facility meets design speci-
fications and all effluent limitations. If the recipient is unable to submit the required certification, the recipient shall submit
a corrective action plan. This plan shall describe why the wastewater treatment facility does not meet design standards or
effluent Jimits and what will be done to correct the deficiency, together with a schedule for the corrective actions.

Ri8-15-360 R18-15-208. Clean Water Revolving Fund Requirements

A. The Board shall identify Clean Water Revolving Fund requirements applicabie to each project pursuant fo the Clean Water
Act, 33U.8.C, 1251 through 1387,

B. Ifapplicable, the applicant shall design a user charge system to produce adequate revenues for operation and maintenance,
including replacement. The user charge system shall provide that a user discharging pollutants that cause an increase in the
cost of managing the effluent or sludge from the treatment works shall pay propertionately for the increased cost. An appli-
cant's user charge system, based on actual or estimated use of wastewater treatment services, shall provide that each user or
user class pays its proportionate share of operation and maintenance, including replacement costs of treatment works
within the applicant's service area, based on the user's proportionate contribution to the total wastewater loading from all
users or user classes.

C. Afteraproject is completed, the governmental unit shall use revenue from the project, including the sale of sludges, gases,
liquids, crops, or revenue from leases, to offset the costs of operation and maintenance.

D. The applicant shall certify that it has not violated any federal, state, or local law pertaining to fraud, bribery, graft, kick-
backs, collusion, conflict of interest, or other unfawful or corrupt practices relating to or in connection with facilities plan-
nirng or design work on a wastewater treatment facility project.

E. First use and equivalency projects shall comply with the provisions of the Civil Rights Act of 1964, Pub. L. 88-352, 42
1L.S.C. 2000(=2) through 2000(h)(6), and all other applicabie federal laws.

ARTICLE 3: DRINKING WATER REVOLVING FUND
R18-15-301. Types of Financial Assistance Available

A.  The Authority may use the Drinking Water Revolving Fund for any of the following purposes:
1. Financial assistance, which includes any 1 of the following:
2. Loans consistent with § 1452(2)(2)(f) of the Safe Drinking Water Act, 42 11.8.C. 300((12).

. The purchase or refinance of local debt obligations of political subdivisions which were incurred after J uly I,
1993 if building began after that date.

c.  The guarantee or purchase of insurance for local obligations to improve credit market access or reduce interest
rates,

d.  Security as a source of repayment of principal and interest on bonds issued by the Authority provided that the aet
proceeds of the bonds are deposited in the fund.

& Guarantees of debt obligations by governmental units which are issued to finance eligibie projects.
Investments to eam interest to be deposited into the fund.

2.
3. Payments of costs to administer the fund.
4.

Other uses authorized by the Safe Drinking Water Act, 42 U.8.C. 300() through 300()(25).

B. The Board shall describe projects and proposed financial assistance in the Drinking Water Revolving Fund Intended Use
Plan, developed pursuant to R18-15-303.

C. Pursuant to the Safe Drinking Water Act, 42 U.S.C. 300(f) through 300({}(25). 15% of available Drinking Water Revolving
Fund financial assistance may-be-swarded-te shall be available solely for drinking water facilities serving fewer than
10,000 persons consistent with the requirements for financial assistance within Article 3. On an annyal basis, if there are
insufficient requests for Drinking Water Revolving Fund financial assistance from drinking water facilities serving fewer
than 10,000 persons, the Board may direct the remainder of the 15% to alt other drinking water facilities requesting finan-
cial assistance consistent with the requirements within Article 3.
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R18-15-302. Eligibility Requirements for Financial Assistance

A,

To be eligible to receive financial assistance an applicant shall be a dr
An applicant say shall propose a project forany-of the-following pusp Hhe-prafing Ey-eonstrucho
; tale ikity- 10: plan, design, construct, acquire, or improvea drinking water facility, or refinance an eli-
gible drinking water facility,

A project eligible under subsection (A) shall also meet 2ll of the following appleable requirements prior to receiving finan-
cial assistance:

inking water facility as defined by A.R.S. § 49-371.

ot i o b 3 GOSN -—£07

2 e S

1. The project shall appear on the Drinking Water Revolving Fund Priority List developed pursuant to R18-15-304.

2. The applicant shall demonstrate legal capability pursuant to R48-+5-203 R18-13-103.

3., The applicant shall demonstrate financial capability pursuant to R18-15-104.

4. The applicant shall demonstrate technicai capability pursuant to R18-15-105.

5. The applicant shali demonstrate managerial and institutiona! capability pursuant to R18-15-106.

6. The applicant shall demonstrate completion of the environmental review process pursuant to R18-13-107.

67. The applicant shail demonstrate readiness to proceed pursuant to R+8-35-167 R18-15-108.

28. The applicant shall obtain or be in the process of obtaining all applieable permits and approvals required by federal,

state, and local authorities.

The Board shali provide financial assistance to eligible applicants for proposed projects in priority order according to the
priority list developed pursuant to R18-15-304. If the Board determines that an applicant will not be able to proceed with a
project in a manner consistent with the Drinking Water Revolving Fund Intended Use Plan, the Board shall bypass that
project. The Board shall provide written notice to the applicant that the project has been bypassed. The Board shail replace
the bypassed project with the next project on the Drinking Water Revolving Fund Priority List in rank order that is ready to
accept financial assistance.

R18-15-303. Drinking Water Revolving Fund Intended Use Plan

The Board shall publish an Intended Use Plan for each year in which it anticipates that it will provide financial assistance
for eligible projects. At a minimum, the Intended Use Plan shall identify the projects by eligible applicant, project name,
type of project, type of financial assistance, amount of financial assistance, population served by the project, and estimated
interest rates to be charged. As-eppliesblethe The Intended Use Plan shall be prepared after providing for public com-
ment znd review. When an Intended Use Plan is to be submitted as first 1 of the required documents required to obtain a
grant under the Safe Drinking Water Act, 42 1U.S.C. 300(f) through 300(}(25}, the Intended Use Plan shall include sueh
any additional information s required by federal law. :

R18-15-304, Drinking Water Revelving Fund Priority List

A.

B.

Each vear the Board shall adopt the Priority List for the next yesr: 12-month period. The Board shall not adopt 2 new ist
for years when funds are not adequate to assist any projects.

When the Priority List is required pursuant to subsection (A), the Board shail rank the projects by priority class (alphabet-
ized with A as the highest priority class), priority points, and year.

An applicant desiring placement on the Priority List shall make its request for placement of 1 or more proposed projects on
or before a date specified by the Board. When requesting placement on the Priority List, an applicant shall submit informa-
tion within an application format specified by the Board.

The Board shall prepare a draft Priority List. In developing 2 draft Priority List, the Board shall consider all requests sub-
mitted under subsection (C), all requests made by regulatory authorities, all plans prepared pursuant to the Safe Drinking
Water Act 42 1.5.C. 300(f) through 300()(25), and the most recently adopted Priority List.

The Board shall hold a public meeting to receive comments on the draft Priority List. The Board shall publish a notice of
the public meeting in newspapers statewide at least 21 days prior to the meeting date and make copies of the draft Priority
List available to the public at least 14 days prior to the meeting date.

The Board shall consider ail comments submitted in writing prior to the meeting, given orally at the meeting, submitted in
writing at the meeting, or submitted subsequent to the meeting but prior to the close of the written comment period. The
Board shall establish a written comment period and shall publish the date upon which the comment period closes in the
mesting notice. The Board-shall-also-considerthe eriteria-identified-in-subseetion{C). The Board shall summarize all of the
comments received, prepare responses, and adopt the Priority List to be used to administer the Drinking Water Revolving
Fund during the following fiscal year.

a7 e =

The Board seay shall make additions or modifications to the Priority List when + all of the following conditions is are met:

1. The project meets the criteria for Priority Class A specified in R18-15-305(B) and funds -2—Funds-are available to
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cover the cost of the project and to honor funding commitments made to other projects er-needed-to-support-fnanelal - B
arrengements-made-to-sell-bonds-for-the-state-match.

32. The additions or modifications are made by the Board at a public meeting.

H. After an opportunity for public comment at a public meeting, the Board may remove a project from the Priority List undér
any 1 of the following circumstances:

1. The project has received al} financial assistance from the fund requested by the applicant.
2. The project has been financed with long-term indebtedness from another source.
3. The project is no longer an eligible project.

4. The applicant requests removal.

I. The Board shall retain a project on the Priority List,_and work with each svstem in its assigned priority ranking if it is
bypassed pursuant to Ri8-15-302¢5) R18-15-302(C).

R18-15-305. Drinking Water Revolving Fund Priority Classes

A. The Board shall evaluate each project on the Priority List and place it into a priority class. The Board may place maior por-
tions of a project into different priority classes. The Board shall consider separation of a project into different priority
classes when requested by the applicant or when the Board determines that available funds are inadequate to provide assis-
tance to projects critical to the public health or to water quality. The Board may reevaluate project priority classes under
R18-15-304(Q) if supported by information such as facility plans, feasibility studies, enforcement actions, and environ-
mental reviews conducted under R38-15-307 R18-15-107, If the Board determines that the problem being addressed by a

project can be corrected by proper operation and maintenance of existing facilities, the project is ineligible for financial
assistance.

B. Class A ~ The Board may designate 2 project as Priority Class A if aeute_continuous or intermittent violations of the
natlonal pr1mary drmkmg watcr standarés exist i nvo!vmg acute }1 toxic contammams Aeaﬁe—we}a-&e&-afe-eﬂhef-eemrmms

vzolauons shall be documented by oﬁ' cxal rcports data, or fmdmgs of a regulatory authonty Weﬁeet% Correctwe
action or mitigation measures have-been shall be initiated a5 and evidenced by 1 or more of the following:

1. Anadministrative order issued by a regulatory authority.

2. A court order or decision,

3. A voluntary compliance agreement with a regulatory authority
4

The implementation of a corrective action plan by a regulatery authority, which may include restrictions on construc-
tion, connections, or development.

3. A voluntary corrective action plan with a regulatory agency implemented by the applicant and evidenced by restric-
tions or moratoriums.

C. Class A: Continuing Construction Projects -- In addition to R18-15-303(B), the Board may designate a project as Priority
Class A if the project received funding in a prior fiscal vear, the Board entered into a multt fiscal year funding commitment
with the applicant, and the project received at least 20 points under R18-15-306(E).

D. Class B -- The Board may designate a project as Priority Clasgs B if the-geal-efthe-projectis-to-eliminate-a non-peute a vio-
lation of the national primary drinking water standards involves non-acutely toxic contaminants documented by official
reports, data, or findings of a regulatory authority and corrective action or mitigation measures have been initiated as evi~
denced by 1_ormore of the following:

1. Anadministrative order issued by a regulatory authority.
2. A court order or decision.
3. A voluntary compliance agreement with a regulatory authority.

4. The implementation of a corrective action plan by a regulatory authority, which may include restrictions on construc-
tion, connections, or development.

5. Avoluntary corrective action plan with a regulatory authority implemented by the applicant and evidenced by restric-
tions or moratoriums.

E. Class C -- The Board may designate a project as Priority Class C if the goal of the project is to-det-ofthefollowing:

+-Upgrade or rehabilitate existing delivery capability or existing facility design in accordance with the Safe Drinking Water
Act Amendments.
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Class D -~ The Board may designate a project as Priority Class D if the goal of the project is to consolidate or regionalize
service of previcusly separate drinking water facitities.

Class E -- The Board may desxgnatc a pro_lect whxch doe,s not recelve 2 des:gna‘c:on pursuant to subsccﬂons 03) throngh (F)
as Priority Class E. if-the-p a
terr-indebtedness—

R18-15-306. Drinking Water Revolving Fund Priority List Ranking Criteria

A. The Board shall rank projects within priority classes using priority values obtained from the following formula:

PV e HC+ES+-RE-CRAFE HC + CFS + LFC + PYF + CR where:
PV = Priority Value
HC = Health Criteria

CFS = Conditior: of Facilities and Sources
LFC = Local Fiscal Capacity
PYF = Prior Year Funding

CR = Consolidation and Regionalization

B. Health Criteria (HC) -~ Whenever the Board determines that a project seeks to correct a violation of the national primary

drinking water standards, the Board shall award HC points. The Board shall use desumentetion-requirements-specified
&ader—?&e&%—@ba&ses%aﬁd%—&%tameé—m information from documents obtained under R18-15-305(B) and R18-15-
303(D) to assign HC points. The Board shall award HC points shali-be-awearded up to a maximum of 100 points with only
1 set of points awarded as follows:

1. 100 points for continuous sewte violations of the national primary drinking water standards involving acutely toxic
contaminants.

2. BO points for intermittent aeute violations of the national primary drinking water standards involving acutely toxic
contaminants.

3. 60 points for continuous sen-aewte violations of the national primary drinking water standards involving non-acutely
toxic contaminants,

4. 40 points for intermittent aen-aeute violations of the national primary drinking water standards involving non-acutely
toxic contaminants,

Condition of Faeilities Facility and-Ssurees Source (CFS) -- If an applicant is seeking financial assistance to construct,
upgrade, or rehabilitate a drinking water faeilities facility, the Board shall award CFS points up t0 a maximum of 125
points as follows:

1. 20 points to secure at least 51% of new gligible source capacity with a renewable seurses source or 10 points to secure
at least 51% of new gligible source capacity with 2 nonrenewable source.

2. 20 points to construct, upgrade, or rehabilitate a component of the water treatment faeilities facility, other than disin-
fection equipment.

3. 20points to upgrade or rehabilitate capacity of an existing eligible storage, pumping, or distribution fasilities facility.

4. 20 points to upgrade or rehabilitate existing. required disinfection equipment.

5. 13 points to protect an existing water sewrees source from an existing or future contamination threats threat, the

project having been funded under 42 U.S.C. § 300j.
6. 13 points to upgrade or rehabilitate an existing wells well or spring box.

7. 10 points to repair an existing transmission or distribution-systems syster.
8. 3 points to reduce a taste, odor or corrosion prebleras problem with at an existing faeilities facility.

D. Local Fiscal Capacity (LFC} ~ The Board shall award LFC points up to a maximum of 100 points as follows:

1. Median Household Income (MHI) - The Board shall divide the MHJ from the area served by the applicant by the
state’s MHI (Service Area MHI/State MHI) to award points as follows:

@ 40 points if the area’s MHI is less than 25% of the State’s MHIL
b, 30 points if the area’s MHI is between 25% and 50% of the State’s MHI.
¢. 20 points if the area’s MHI is between 51% and 75% of the State’s MHI.
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d. 10 points if the area’s MHI is between 76% and 100% of the State’s MHIL
e. O points if the areas’s MHY is more than 100% of the State’s MHL

2. User Fees -- The Board shali divide the applicant’s proposed user fees, rates, and charges by the service area’s MHI
(Proposed User Fees, Rates and Charges/Area MHI) to award points as follows:

& 20 points if the rates are more than 2% of the area’s MHL
b. 10 points if the rates are between 1% and 2% of the area’s MHI,
¢. 0 points if the rates area less than 1% of the area’s MHE.

3. Investment -~ The Board shall divide existing indebtedness, existing investments, and proposed indebtedness by ser-
vice area’s MHI (Investment/Serviee Area MHI) to award points based as follows:

a. 20 points if the existing and proposed investment is more than 1% of the area’s MHI.
b. 10 points if the existing and proposed investment is between .5% and 1% of the area’s MHL
¢. 0 points if the existing and proposed investment is less than .5% of the area’s MHI.

4. Cost Effectiveness (CE) -- The Board shall divide the estimated costs of construction by the number of benefitting
connections (Construction Costs/# of Benefitting Connections) to award points as follows:

2. 20 points if CE is less than 32,500 per benefitting connection.
b. 10 points if CE is between $2,500 and $3,000 per benefitting connection.
¢. 0 points if CE is more than $5,000 per benefitting conmection,

E. Prior Year Funding (PYF) -- The Board shall award PYF points up to a maximum of 30 points with only 1 set of points
awarded as follows:

1. 30 points if the applicant is requests additional financial assistance for a multi-year construction project which
received financial assistance from the Authority in a previous fiscal year.

2. 20 points if the applicant requests additional financial assistance to offset actual costs or justified overruns,

10 points if the applicant requests financial assistance to construct a project which received planning and design finan-
cial assistance from the Authority in a previous fiscal year.

4. -10 points if the applicant requests financial assistance to offset cost overruns,
F. Consolidation & Regionalization (CR) -- The Board shali award CR points up to a maximum of 50 points as follows:
I 20 points if the applicant is conselidating the physical facilities of existing multiple facilities.
2. 20 poimts if the applicant is extending service to existing areas currently served by another facility.
3. 5 points if the applicant is consolidating the operations of existing multiple facilities.
4. 5 points if the applicant is consolidating the ownership of existing multiple facilities.

G. The Board may use the most recent United States census data to determine the applicant’s and the state’s median household
income. If the Board or the applicant determines that this data is insufficient, en-income survey-canbe-condueted the

applicant shall use a reliable and impartial entity to conduct an income survey of the applicant’s service area. by-sreliable
impartial-seuree: If the applicant’s service area is included in more than ] income area. the Board Ay use an average of

income areas to defing the service area’s median hoyseheld income.
Moved to Article 1,
R18-15-308 R18-15-307. Project Construction

A.  The Department shall not issue an Approval to Construct to an applicant or recipient until the Department has conducted an
on-site inspection.

B. Prior to awarding contracts for construction associated with the project, the applicant or recipient shall demonstrate all of
the following: -

1. All easements and rights-of-way have been obtained.

2. All contracts, subagreements, and force account work are consistent with the Arizona Procurement Code, A.R.S.
§ 41-2501 et seq.

3. All required approvals and permits have been obtained from the foliowing entities:
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a.  The Department including the requirements contained in 18 A.A.C. 4.
b.  Applicable federal, state, and local avthorities as related to:
(1) Leases.
(2) Zoning permits.
(3) Building permits.
{4) Flood plain approvals.
{5) Airquality permits.
(6) Solid waste approvals.
€. During construction of drinking water facilities, the recipient shall do all of the following:
1. Conduct work in compliance with the requirements of 18 A.A.C. 4.
2. Employ a qualified, registered, professional engineer to directly supervise construction management and inspection.
. Upon project completion, all of the following requirements shall be satisfied:
1. The project shall receive a final inspection and obtain all certifications and approvals required by 18 A.A.C. 4.
2. The recipient shall accept the project in writing,
3. Anyrequired operation and maintenance manual shall be completed.
4. As-built plans and specifications shall be submitted to the Bepastment Authority and the recipient,

E. Within | year after project completion, the recipient shall certify that the drinling-water-fasility project meets design spec-
ificattons. If the recipient is unable to submit the required certification, the recipient shall submit a corrective action plan.

This plan shall describe why the deinidngwatesfaeility project does not meet design standards and what will be done to
correct the deficiency, together with a schedule for the corrective actions.

RA8-15-308 R18-15-308. Drinking Water Revolving Fund Requirements

A. The Board shall identify Drinking Water Revolving Fund requirements applicable to each project pursuant to the Safe
Drinking Water Act, 42 U.8.C. 300(f) through 300(j)}(25},

B. Ifapplicable, the applicant shall design a user charge system to produce adequate revenues for operation and maintenance,
inciuding replacement. An applicant's user charge system, based on actual or estimated use of the drinking water facilities,
shall provide that each user or user class pays its proportionate share of operation and maintenance, including replacement
costs of facilities within the applicant's service area, based on the user's proportionate use of the facilities.

C. The applicant shall certify that it has not viclated any federal, state, or local law pertaining to fraud, bribery, graft, kick-
backs, coilusion, conflict of interest, or other unlawful or corrupt practices relating to or in connection with facilities plan-

ning or design work on a-drinking-waterfaeility project.
ARTICLE 4-WATFER-INERASTRUCTFHRE FINANCE
ABFHORITY-OF-ARIEONA-OTHER FINANCIAL ASSISTANCE
R18-15-401. Types of Financial Assistance Available

A. The Authority may use issue Water Quality Bonds on behalf of eligible applicants for any of the following types of finan-
cial assistance:

1. Loans.
2. The purchase or refinance of local debt obligations. of peliticatsubdivisiens:

B. The Authority may guarantee or purchase ef insurance for local obligations for-eligible-applieants to improve credit market
access or reduce interest rates for eligible applicants,

R18-13-402. Eligibility Requirements for Financial Assistance

Al Aﬁ To bc elmble to recelve ﬁnancta] ass:stance an apphcant may shall propose a progect f&ﬁ&ﬂy—-eﬁ-él-}e—fe}ie%ﬂg—pw«

R HHEHOD-O B o: plan, desien, construct, improve, acgu;re, or refinance a
wassewatcr £aerk&es ac:ht_.x, a drmkmg water ﬁeﬂmg-s facahtv aﬂé 9r.& nonpoint source prejeets project.

B. A project eligible under subsection (A) shall also meet all of the following appliesble requirements prior to receiving finan-
cial assistance:

1. The applicant shall demonstrate legal capability pursuant to R18-15-103,
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2. The applicant shall demonstrate financial capability pursuant to R18-15-104.

3. The applicant shall demonstrate technical capability pursuant to R18-15-105.

4. The applicant shall demonstrate managerial and institutional capability pursuant to R18-15-106.

3. The applicant shall demonstrate completion of the environmental review process pursuant to R18-15-107.

56. The applicant shall demonstrate readiness to proceed pursuant to RI8-35-104 R18-15-108.

&]. The applicant shall ebtain or be in the process of obtaining all applicable permits and approvals required by federal,

state, and local authorities.
Moved to Article 1.
Ri15-15-404 R18-15-403. Project Construction
A. Construction of a project shall conform to all of the foltowing requirements found in this Section,

AB. The Department shail not issue an Approval to Construct to an applicant or recipient untii the Department has conducted an
on-site inspection.

BC. Prior to awarding contracts for construction associated with the project, the applicant or recipient shall demonstrate all of
the following:

i. All easements and rights-of-way have been obtained,

2. All contracts, subagreements, and force account work are consistent with the Arizona Procurement Code, AR.S. §§
41-2501 gt seq.

3. Allrequired approvals and permits have been obtained from the following entities:
8. The Depariment including the requirements contained in 18 A A.C. 4 and or 18 A A.C, 9, a5 applicahle.
b, Applicable federal, state, and local authorities as related to:
(1) Leases.
(2) Zoning permits.
(3) Building permits.
(4) Flood plain approvals.
{3) Air quality permits.
(8) Solid waste approvals.
€D, During construction of the project, the recipient shall do all the following:
1. Conduct work in compliance with the requirements of 1§ A.A.C. 4 end or 18 A.A.C. 9, as applicable.
2. Employ a qualified, registered, professional engineer to directly supervise construction management and inspection.
BE. Upon project completion, all of the following requirements shall be satisfied:

1. The project shall receive a final inspection and obtain all certifications and approvals required by 18 A.A.C. 4 and or
18 A.A.C. 9, as applicable.

2. The recipient shall accept the project in writing.
3. Any required operation and maintenance manua] shali be completed.
4. As-built plans and specifications shail be submitted to the Bepartment Authority and the recipient.

EF. Within 1 year after project completion, the recipient shall certify that the project meets design specifications. If the recipi-
ent is unable to submit the required certification, the recipient shall submit 2 corrective action plan. This plan shall describe

why the project does not meet design standards and what will be done to correct the deficiency, together with a schedule
for the corrective actions.

10. A summary of the principal comments and the asency response to them:

ISSUE: WIFA was informally requested by applicants to expressly state how confidential information would be kept confiden-
tial.

ANALYSIS: In response to this request, WIFA added a subsection to R18-15-102, the Application Process. This addition clar-
ifies how to identify confidential information, and WiFA’s responsibility in handling this information.
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CONCLUSION: R18-15-102 was amended by adding the section shown below:

The following comments were solicited from GRRC staff during the courtesy review. These did not result in a change to
the rule.

ISSUE:; District creation information [for special taxing districts] will trickle in over time. Why not have the borrower provide
it to the Authority all at once?

ANALYSIS: AR.S. Title 48 enumerates, in great detail, the creation of special taxing districts (sanitary districts, domestic
water improvement districts, fire districts, etc.). To ensure that the districts are properly formed and to prevent significant
delays, we prefer to review each step of the process. This does not lead to duplication of WIFA’s or the borrower efforts.

CONCLUSION: No change to the rule.

ISSUE: One commenter asked if there will be “policies” or will the interest rates simply be set on a case by case basis by the
Board.

ANALYSIS: The Board will set the rates on a loan by joan basis using the local fiscal capacity and a Board policy.
CONCLUSION: No change to the rule.

ISSUE: One commenter asked why the 2nd sentence of R18-15-202(B)(7) was removed. (Until ali applicable permits and
approvals required by federal, state, and local authorities are obtained, the Board shall limit payments of financial assistance to
preconstruciion activity ...}

ANALYSIS: This requirement has been summarized within R18-15-107, Readiness to Proceed.
CONCLUSION: No change to the rule.

ISSUE: One commenter asked why the application requirements appeared to be reduced from the repealed rule in 18 A.A.C.
16.

ANALYSIS: Statutes governing each potential borrower’s “borrowing” authority is unique. In addition, sources of repayment
very from borrower to borrower. It is easier for WIFA staff to generate application formats for individual borrowers (with most
of the information previously collected by WIFA staff) than to require the borrower supply ail the median household income
and other demographic type information. This makes the playing field equal such that small facilities are not burdened by col-
lecting the information, because most required information is available at the state level from DES, DOR, DEQ, DOC, ASU,
ete., therefore it is readily avaiiable to WIFA staff.

CONCLUSION: No change to the rule.
ISSUE: One commenter asked why the public notice and comment periods were reduced in R18-13-204(F).

ANALYSIS: The time periods previously found in 18 A.A.C. 10 were 45 and 30 days. These were 100 long and led to 2 lower
public participation rather than higher participation. WIFA staff inquired about the minimal attendance in the past, and the pub-
lic indicated that they tended to forget if the time was more than 2 to 3 weeks. Additionally, the notice is for the meeting which
does not require substantial preparation on the public’s part.

CONCLUSION: No change to the rule.
ISSUE: One commenter asked about the difference between R18-15-206(C)(2) and R18-15-206(C)(7).

ANALYSIS: An unsewered area, subsection (C){2), is an existing residential/commercial area which is not currently served by
a wastewater facility. This means the area only has septic tanks. Expanding capacity for future growth as found in subsection
(CX T}, is specific to future needs that are not currently in existence. R18-15-206(C)(2) is directed to build for current needs that
is an unsewered area that is already inhabited. WIFA believes a need for a new system to assist an inhabited area is more urgent
than a need for an area to later be inbabited. A currently inhabited area will be ready to proceed far before an uninhabited area
because the rate base is established.

CONCLUSION: No change to the rule.
ISSUE: One commenter indicated that the use of terms such as EA, EID, and EIS were confusing,

ANALYSIS: The terms used in determining the extent of the extent of the preparation of the environmental assessment is
totally dictated by federal regulations. The terms, which are indicated are somewhat self explanatory, although nurnerous. For
example, before a full blow environmental impact statement must be prepared, an assessment of the environment must be made
to determine if 2 categorical exclusion might apply. If a categorical exclusion does not apply, the document prepared is an Envi-
ronmental Information Document to determine the extent of the environmental assessment.
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WIFA staff assists borrowers through each step of this process and more Hkely will complete the documents/forms with the
information generally available. WIFA has found that most projects are “categorical exemptions” and it is infrequent that the
EID or EIS is required.

CONCLUSION: No change to the rule.

ISSUE: One commenter asked about why the “user charge system™ was removed from R18-15-208.

ANALYSIS: Many of the federal requirements for the Clean Water Revolving Fund sunset on October I, 1994, because the
Clean Water Act was not reauthorized by Congress. The lack of reauthorization has removed the requirement for a complete
user charge system review. However, WIFA believes the review is accomplished within the context of the financial capability
review, Therefore, the net effect is really “no change.”

CONCLUSION: No change to the rule.

Region IX of the USEPA provided written comments on the rule. The comments are summarized from an attached table that
includes the comment, WIFA’s response and EPA’s verification that WIFA’s response was satisfactory. Each comment is sum-

marized with the change noted. The changed text is shown in the section that contains the changes from the proposed rile to the
final rule.

ISSUE: Definition: needs to include “preconstruction™,

ANALYSIS: To ensure consistency in interpretation of the rule, the definition of preconstruction must be included,
CONCLUSION: R18-13-101 is amended to include this definition

ISSUE: Department is out of order,

ANALYSIS: Definitions are to be listed alphabetically for consistency in rule drafting style.

CONCLUSION: R18-15-101 amended to move Department into correct alphabetical order.

ISSUE: The rule does not expressly state the requirement that the drinking water system must either be in compiiance or dem-
onstrate the ability to achieve compliance including adequate technical, managerial, and financial capacity for financing.

ANALYSIS: WIFA will further clarify this rejationship in a policy statement, because the rule reflects this based upon the point
system.

CONCLUSION: No change to the rule.
ISSUE: Drinking Water Facility is incorrectly used to mean “project” in some instances.

ANALYSIS: To ensure consistent interpretation of the use of facility versus project, the 2 different terms must be clarified. A
facility is the complete provider of either drinking water or wastewater treatment, whereas project refers to the portion of a facil-
ity which is funded by WIFA. A project could just be water lines, or a booster system, whereas a facility includes many more
components than a project. It is possible that a project could be the entire facility, but this cannot be presumed in the rule.

CONCLUSION: R18-15-302(A), R18-15-306(E)(2), R18-15-308(E), and R18-15-309(C) were amended to remove “drinking
water facility” and replace the term with “project.”

ISSUE: Is the attorney’s opinion about legal capacity truly optional?

ANALYSIS: To ensure consistent interpretation of the rule, any language that could be interpreted in more than way must be
more precisely written.

CONCLUSION: R18-15-103 has been amended to show the attorney’s opinion is required in ail cases.
ISSUE: Shouidn’t financial capability include the “cost of operation, maintenance and replacement?”
ANALYSIS: Financial capability could mean more than thing to the reader, therefore it is clarified.
CONCLUSION: R18-15-104(B) has been amended to include the suggested language.

ISSUE: R18-15-301(A) indicates that political subdivisions are eligible for financing. This is too broad.

ANALYSIS: R18-15-301(A) refers only to drinking water facilities that are a form of 2 political subdivision thereby excluding
any private companies.

CONCLUSION: No change to the rule.
ISSUE: How will WIFA address the 15 possible set-asides?

ANALYSIS: The ability to award set-asides is an agreement between WIFA and the ADEQ based upon need and funding.
Therefore WIFA will address this in policy and publish this in the Intended Use Plan.

CONCLUSION: No change to the rule,
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ISSUE: The 15% set-aside for small systems described in R18-15-301 appears less stringent with “may be awarded” language,
than is required by the Safe Drinking Water Act.

ANALYSIS: The Safe Drinking Water Act requires this set-aside be made to assist smail drinking water systems (serving fewer
than 10,000 people). It is very important that this requirement be expressly stated to ensure the small systems know that their
interests are being served by this program.

CONCLUSION: R18-15-301 was amended to remove “may be awarded” and replace it with “shall be available solely for”.
ISSUE: In R18-15-302(B)(2) a reference to 203 shouid be 103.

ANALYSIS: All cross references needed to be checked for accuracy.

CONCLUSION: R18-15-15-302 has been amended.

ISSUE: Remove “as applicable”, “as 1st of the required documents” from R18-15-303.

ANALYSIS: The rule

CONCLUSION: R18-15-303 has been amended.

ISSUE: Why is “At a minimum” used to summarize the Intended Use Plan requirement?

ANALYSIS: WIFA believes this accurately states all known standards for this plan. WIFA has the responsibility to provide the
information, therefore, when EPA changes requirements for the Intended Use Plan, the WIFA can effectively respond to new
guidance docurnents. This does not impose any new requirement upon the drinking water facilities. Tt merely reflects the fact
that WIFA uses the rule, policy, and an agreement when working with the USEPA.

CONCLUSION: No change to the rule.

ISSUE: R18-15-304(F) references subsection C, which does not contain criteria.
ANALYSIS: All cross references should be checked for acouracy.
CONCLUSION: R18-15-304(F) has been corrected to Subsection G.

ISSUE: R18-15-304(G) appears to contain by-pass pracedures. If this is true, then the rule should say, these are bypass proce-
dures.

ANALYSIS: WIFA provided these procedures to explain what is done to amend the Priority List after public comment, they
are not intended to be any kind of a bypass procedure.

CONCLUSION: No change to the rule.

ISSUE: Did WIFA consider a separate class for a system that is consolidated which has good technical, managerial, and finan-
cial capability when combined with another that does not have good technical, managerial, and financial capability? It appears
the same value is assigned whether the technical, managerial, and financial capability is good or bad.

ANALYSIS: If this change is placed in rule, it could be interpreted as a substantial change, therefore WIFA will have to amend
the rule in the future to include this change. However, the test classification that was done when writing the rule did reward good
technical, managerial, and financial capability through the Board’s evaluation and the “readiness to proceed.”

CONCLUSION: No change to the rule,
1SSUE: Delete “future” growth in R18-15-201 as 2 fundable activity.

ANALYSIS: WIFA will explain in its cover letter to the EPA that it is not a fundable category on its own. This can be funded
relative to the readiness of drinking water facilities, and the available money. Therefore, the rule reflects WIFA’s ability to fund
with water quality bonds which is a greater funding source than just the federally financed bonds.

CONCLUSION: Neo change to the rule,

ISSUE: Correct the formula in R18-13-306(A).

ANALYSIS: For readability, a formula should match the list of the variables.

CONCLUSION: R18-15-306(A) is amended to reflect this correction.

ISSUE: Does secure source capacity include project for acquiring water rights?

ANALYSIS: No this is not allowed at this time. This will be further explained in WIFA’s cover letter to the EPA.
CONCLUSION: No change to the rule.

ISSUE: Will a system that is low because of local fiscal capacity be considered a disadvantaged community?

ANALYSIS: WIFA has not set the standards for a disadvantaged community. WIFA needs further public input to make this
determination and will do this in a subsequent rulemaking.

Volume 3, Issue #41 Page 2784 : Qctober 10, 1997




Arizona Administrative Register

Notices of Final Rulemaking

CONCLUSION: No change to the rule.

ISSUE: Why are the Environmental Assessment requirements different for drinking water projects than clean water pfojec{é?' i

ANALYSIS: This was an oversight and corrected in the final rule. Sections 207, 307, and 403 were removed and'éil the iﬁfog; L
mation about the environmental review was placed in R18-15-167.

CONCLUSION: R18-15-107 was created and the EIS was removed from all other Articles.

The following comments were received from the USEPA (Washington D.C. office}, which did not result in a change to the rule.
ISSUE: Please provide a copy of A.R.S. § 49-371 for the definition of “drinking water facility.”

ANALYSIS: Not applicabie.

CONCLUSION: No change to the rule.

ISSUE: WIFA needs to clarify that refinancing of a drinking water facility is only applicable to a project that must have initi-
ated construction after July 1, 1993,

ANALYSIS: The dates are expressly stated in R18-15-301{A)(1)(b}.
CONCLUSION: No change to the rule.
ISSUE: Isthere only priority list?

ANALYSIS: Yes. Although there are different funding sources, that is set-asides versus loan financing, WIFA believes that the
most efficient way to ensure timely distribution of funds, which is a federal requirement, is to meintain priority list. WIFA will
review this in s 2nd year of operation.

CONCLUSION: No change to the rule.

ISSUE: It appears that the requirements for readiness to proceed are more stringent than the Safe Drinking Water Act requires.
Can WIFA allow flexibility for a system to be funded if ready to proceed within 6 to 8 months?

ANALYSIS: WIFA understands that it may take at least 6 to 8 months for an applicant who is eligible for funds to actually be
ready to receive funds. Readiness to proceed is not a ranking criteria, it is merely used to ensure timely distribution of funds
within sach year. WIFA does not intend to allow funds that can be obligated within a funding year to lapse into a subsequent
year.

CONCLUSION: No change to the rule.

ISSUE: If the Board bypasses a project, does this mean that a high ranking project which is a few months from being ready to
proceed will require the project re-compete for the subsequent years funding?

ANALYSIS; Readiness to proceed is only used to trigger disbursement of funds. A project that is that close 1o ready to proéeed
will have an agreement and the funds will be obligated. Therefore, it is not anticipated that the ability to receive funds will neg-
atively impact a project’s ranking,

CONCLUSION: No change to the rule.

ISSUE: Add language that states that the Board will work with bypassed systems to ensure they may be ready to apply for funds
in the following year.

ANALYSIS: These rules establish the types of financial assistance and the process for receiving funds. This is not the forum o

explain public policy whereby the Board assists a bypassed system, because the type of assistance cannot be described in rule.
Therefore, the Board will explain in policy how it will work with bypassed systems.

CONCLUSION: No change to the nile.

ISSUE: WIFA places a high priority on continuing construction projects. A project connecied to a previously funded project

can get points elsewhere. This appears contrary to the awarding of funds in priority order based upon compliance, public health
and afford ability.

ANALYSIS: Multi-year projects are inevitable because of the numerous drinking water facilities, and because portions of their
projects wilt be urgent, whereas the entire project is not completely urgent. Therefore, the implementation of multi-year funding
is not done in isolation. The prioritization of solutions to people’s drinking water problems directs the funding.

CONCLUSION: No change to the rule,
ISSUE: Explain the new source capacity and renewable sources.

ANALYSIS: The Safe Drinking Water Act does not disallow it The reflects possibie options without all specifics. Therefore,
the rule is looking for the rost cost effective solution to a drinking water problem.

CONCLUSION: No change to the rule.
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ISSUE: Total points under local fiscal capacity is equivalent to the amount of points for health criteria, Fiscal capacity points
should be reduced.

ANALYSIS: Local Fiscal Capacity (LFC) is a ranking within a class. Therefore, the number of points assigned will not change
the class a drinking water facility is in. The LFC is used primarily to determine a rate for repayment of the loan. WIFA believes
afford ability and compliance go “hand-in-hand” therefore, the interest rate of the foan and the loan capacity of the facility are
evaluated within any class.

CONCLUSION: No change to the rule,

ISSUE: Cost effectiveness should be encouraged, but not the way this rule appears to have described it. It appears that cost
effectiveness will only benefit large systems. Emphasis in the priority system should be directed toward smailer systems.

ANALYSIS: This portion of the ranking is merely intended to be a tie-breaker. When points were assigned to drinking water
systems in Arizona 1o apply the rule to “real” systems, WIFA found that when 2 systems are equal in afl ways, this served onily
as an influencer to encourage a cost effective solution. WIFA realizes that smaller systems will tend to cost more per user, how-
ever, WIFA believes the other factors will elevate small systems in compliance with the Safe Drinking Water Act.

CONCLUSION: No change to the rule.

ISSUE: Class E projects do not appear to meet eligibility requirements for funding. Please provide additional information to
clarify.

ANALYSIS: Class E is to encourage multi-year funding because WIFA has so few dollars to disburse to 50 many systems.
WIFA is confident that there will be problems at the end of the Ist year due to the numbers of unfunded projects, therefore,
WIFA believes if it can help fund some of the project, that the facility can begin to come into compliance rather than “wait on
the sideline.”

CONCLUSION: No change to the rule.
The following comments were received from other sources (not the EPA).

ISSUE: Articles 2 and 3 appear to give credit for eritical contaminant violations, but not for proactive efforts that should be
acknowledged with additional ranking peints.

ANALYSIS: The rule does not expressly assign points for someone trying to come inte compliance due to the subjective nature
of this evatuation. However, WIFA believes that even though the project priority lists reflects the problems, that the proactive
efforts are rewarded in Section 108 which is “Readiness to Proceed.” A facility that is proactive will be ready to proceed far in
advance of that has just identified the problem. Additionally, a facility is reviewed for technical capability in R18-15-105(C),
which addresses compliance. Therefore, WIFA believes the rule inherently rewards proactive efforts.

CONCLUSION: No change to the rule.
ISSUE: The cost effectiveness factor could adversely affect rural systems with the greatest need.

ANALYSIS: WIFA believes that the cost effectiveness factor is a small factor intended to merely send a message that ultra-
expensive technology will not be rewarded. WIFA believes that due to the small percentage of points assigned the cost effec-
tiveness factor that it wilt only tip the scale when all other factors are equal,

CONCLUSION: No change to the rule.
ISSUE: System size needs to be equated to only the number of persons served within political boundaries.

ANALYSIS: This has been accomplished because the authority for voter authorization rests within only the persons served by
the political boundary. This information is located in the statutes that create the political subdivisions such as a county improve-
ment district, a sanitary district, or a drinking water facility that is a political subdivision.

CONCLUSION: No change to the rule.
ISSUE: User Fees do not clarify how water rates related to median household income.

ANALYSIS: Median household income is 2 measure of local wealth and serves to show local fiscal capacity. WIFA will pro-
vide subsidy based on local fiscal capacity and the impact of user fees. This is tied into the facility’s ability to repay the loan.
Therefore, the water rate indicates the drinking water facility’s ability to repay the loan.

CONCLUSION: No change to the rule.
ISSUE: Why do you have 2 types of Class A priorities?

ANALYSIS: When WIFA finances a multi-year project with continuing construction, to ensure the project is finished, the sub-

sequent year components must be high enough on the project priority list to ensure funding. Therefore, continuing construction
must be a priority A,

CONCLUSION: No change to the rule.
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ISSUE: One commenter suggested that Articles 2 and 3 should give credit for proactive actions.

ANALYSIS: WIFA believes that implementation of this rulemaking will result in credit for proactive actions. The rating crite-
ria for classification is based upon impact to human health and the environment. However, the awarding of points takes into
consideration past actions regarding the problem and capacity development which favors systems with managerial, technical,
and financial capacity.

CONCLUSION: No change to the rule.
ISSUE: One commenter expressed concern over the cost effectiveness factor, because it may adversely effect rural systems.

ANALYSES: "WIFA beligves that on the surface this may appear to be true. However, cost effectiveness has 2 low point value,
because it is only intended to be a tie breaker if ali other factors are equal. WIFA believes that these points will reward systems
that chose appropriate technology over systems that chose extravagant solutions.

CONCLUSION: No change to the rule.

ISSUE: Ogne commenter stated that system size in R18-15-301 should only be equated to the number of persons served within
the political boundaries that will be asked to vote on the repayment authorization.

ANALYSIS: WIFA believes this concern has been addressed by changing drinking water facility to “project” in the rule. WIFA
agrees that funding a project should be related to the number of persons served within the political boundaries,

CONCLUSION: No additional change to the mle.

' .. Any other matters prescribed by statute that are applicgble to the specific agency or to any specific rule or class of rules.
Not applicable.

125 Incerporation by reference and their location in the rules.
Not applicable.

. Was the rule previously adopted as an emergency rule?
No.

. The full text of the rules follows:

TITLE 18. ENVIRONMENTAL QUALITY
CHAPTER 15. WATER INFRASTRUCTURE FINANCE AUTHORITY OF ARIZONA,

: ARTICLE 1. MANAGEMENT R18-15-301. Types of Financial Assistence Available

: S.'éction R18-15-302. Eligibility Requirements for Financial Assistance
m‘i 01 Definitions R18-15-303. Drinking Water Revolving Fund Intended Use Plan
it eSS LS R18-15-304. Drinking Water Revolving Fund Priority List
‘R18-15-102. Application Process e e e - > —

o —— - R18-15-305, Drinking Water Revolving Fund Priority Classes
‘R18-15-103. Lepal Capability mmg 15-306 ki W lvins F e .
RI8-15-104. Financial Canabili -13-3086, grmk.mgc Vater Revolving Fund Priority List
RI8-15-105, Technical Capability 20 W .

RI8-15:106. Managerial and Institutional Capability R18:15:307. Project Construction

R18:15-107. Environmental Review Process R18-13-308. Drinking Water Revolving Fund Requirements

_R18~!5-1 08. Readiness to Proceed ARTICLE 4. OTHER FINANCIAL ASSISTANCE
R18-15-109, Interest Rate Determinations

‘R18-15-110. Disbursements and Repayments Section
R18-15-111. Admigistration R18-15-401. Types of Financial Assistance Available

RI8-15-112. Disputes R18-15-402. Eligibility Requirements for Financial Assistance
i R18-15-403. Profect Construction
ARTICLE 2. CLEAN WATER REVOLVING FUND

'.Séétién ARTICLE 1. MANAGEMENT

‘R18-15:201, Tvpes of Financjal Assistance Available R18-15-101. Definitions

Ri815-202. Eligibility Requirements for Financial Assistance In addition to the definitions prescribed in A.R.S. §§ 49-101, 49-
R18-15-203. Clean Water Revolving Fund Intended Use Plan 201, and 49-371, the terms of this Article, unless otherwise speci-

‘R18:15-204. Clean Water Revolving Fund Priority List fied, have the following meanines:

‘R18:15-205. (Clean Water Revolving Fund Prigrity Classes 1. ®Acutely toxic” means_the ability of a substance to

‘R18-15-206. Clean Water Revolving Fund Priority List Ranking cause poisonous effects resulting in severe bioloical
D Criteria harm or death after 2 single exposure or dose.

RI8:15:207, Project Construction 2. “Appiicant” means a_governmenta! unit or a drinking

31&15—-__.,29& Clean Water Revolving Fund Requirements water facility that is seeking financial assistance from
ARTICLE 3. DRINKING WATER REVOLVING FUND the authority pursuant to the provisions of this Chapter.

i

“Application” means a request for financial assistance
submitted to the Board, by an applicant.

Page 2787 ‘ Volume 3, Issue #41
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“Approval to Construct” means the written approval

issued by the Department to an applicant or recipient
indicating that project construction may begin.
“Authority” means the Water Infrastructure Finance
Authority of Arizona pursuant to A.R.S. § 49-371,
“Board” mesans the board of directors of the authority
pursuant to A R.S. § 49-371,

“Certified Water Quality Management Plan” means a
plan prepared by the desipnated Water Quality Manage-
ment Planning Agency. pursuant to § 208 of the Clean
Water Act. 33 UUS.C. 1288 and certified by the Gover-
nor,

“Clean Water Revolving Fund” means the fund _estab-
lished by AR.S. § 49-374,

“Collector” means a network of pipes or sewers ysed to
collect and transport wastewater to a treatment plant or
dispogsal system.

“Construction” means. for a project, anv placement.
assembiy, or installation of a building, structure, equip-
ment, treatment process, collection lines, distribution
lines, pumps. or related drinking water or water pollu-
tion controt activity.

e

11, “Dedicated Sovrce of Repayvment™ means the source of

revenue authorized by the voters, petitioners or the Ari-

zona Corporation Commmission 1o be used to repay the
financial assistance.

3

12, “Department” means the Arizona Department of Envi-

ronmental Quality.

13, “Design life” means the period during which a freatment

works or drinking water facility is planned and designed
to be operated.

14, *Designated  Water OQuality Management Planning

Agency” means a single representative organization
designated by the Governor pursuant to § 208 of the

Clean Water Act, 33 11.5.C, 1288, 1o develop a Certified
Water Quality Management Plan for the area.

“Disbursement” means the transfer of cash from the
fund to a recinient.

. “Drinking Water Facility” means 2 community water

system ag defined in R18-4-101, or 2 nonprofit non-
community water system as defined in R18-4-101.
Prinking Water Revolving Fund” means the fund
established by A.R.S. §49-374.01.

“EPA” means the United States Environmental Protec-

tion Agency and its successor.

“Equivalency Project” means a wastewater treatment
facility under § 212 of the Clean Water Act 33 1.S.C.
1292, constructed in whole or in part before Ogtober 1

1994, with funds equaling the amount of the federal cap-
italization grant.

20, ‘Executive Director” means the executive director of

the Water Infrastructure Finance Authority of Arizona.

1

21, “Federal capitalization grant” means the assistance

agisement by which the EPA obligates and awards
funds allotted to the Authority for purposes of capitaliz-
ing the Clean Water Revolving Fund and the Drinking
Water Revolving Fund,

&

22. “Financial assistance” means the use of monies for agy

Volume 3, Issue #41

of the purposes identified in R18.13-201, R18-15-301.
and R18-15-401.

&

23. “Financial assistance agreement” means any agreement,

including a loan repayment aereement, that defines the

terms for financial assistance given pursuant to this Arti-
¢le,
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24, “First

25,

)
O

se Project” means a project identified by EPA
and the state as part of the National Municipal Policy
List for the state.

&

‘Governmental unit” means a political subdivision or
Indian tribe that may receive financial assistance from
the Authority. pursuant 1o A.R.S. § 49-373.

26. “Infiltration” means water other than wastewater that

enters a sewer system, including sewer service connec-
tions and foundation drains, from the ground throush

such means as defective pipes, pipe joints. connections,
or manholes.

27. “Intended Use Plan” means the document prepared by

the Authority identifying the intended uges of Clean

Water Revolving Fund and Drinking Water Revolvine

Fund capitalization grants pursuant to R18-15-203 and
R18-153-303.

28. “Interceptor” means a sewer which is desiened for 1 or

more of the following purposes:

2. To intercept wastewater from 2 final point in a col-
lector and convey such wastes directlv to a ireat-
ment facility or another interceptor.

b.  To replace an existing wastewater treatment facil-

ity and transport the wastes 1o an adjoining collec-

tor or interceptor for convevance to a treatment
plant.

To transport wastewater from 1 or more munigipal

sollectors to another municipality or to a regional

plant for frestment,

To intercept an existing major discharge of raw or

inadequately treated wastewater for transport

directly to another interceptor or 1o a treatment
plant.

e

|-

I

29. “Nonpoint Source Program” means Arizona's Nonpaint

Souree Proeram. approved by EPA under § 319 of the
Clean, Water Act, 33 U.8.C. 1329, for controlling poliy-
tion from nonpojnt sources.

30. “Preconstruction” means any activity that occurs on the

e
Ly

project before any phvsical activity on-site such ag the
erection. acquisition, slteration. remodeling, improve-
ment., or extension of treatment works, collection lines,
distribution lines, or pumps,

1

31. “Prioritv List” means the ranking of projects developed

by the Board pursuant to R18-15-204 and R18-15-304.
~Project” means any distinguishable segment or seg-
ments of a wastewater treatment facilitv, drinking water

facility or the Nonpoint Source Program which can be
bid separately and for which financial assistance is
being requested or provided,

&

33. ‘Project completion” means the date. as determined by

the Authority, after consultation with the Department
and the applicant or recipient, that operation of the

project is initiated or_is capable of being initiated,
whichever occurs 1st,

4

34. “Recipient” means an applicant who has entered into a

financial assistance agreement with the Authority,

&

35, ZReplacement” means obtaining and installing equip-

ment _or accessories which are necessary during the
design and operation of the drinking water and wastewa-
ter_infrastructure to maintain the capacitv and perfor-

mance for which such infrastructure were desicned and
constructed.

36, “Regulatory authority” meang the Department, EPA, the

Department of Health Services, a county, city. or other

local health department, a county environmental agency,
or a sanitary district,
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: .“State match” means_the monies that may be used to
“rest the requirements of § 602(b)(2) of the Clean Water ity to the applicant has been authorized by the Arizona .
‘Act. 33 U.8.C. 1382 and 1452{e) of the Safe Drinking Corporation Comnission.

" Water Act. 42 U.S.C. 300((12). 2. An attornev’s opinion on the current legal status of the
““Treatment works” means any devices and systems for applicant and the appligant’s ability to legally enter into
“the storage, treatment, recvcling, and reclamation of the financial assistance agreement.

municipal sewage, domestic sewage, or liquid industsial ~ E. All other applicants wh are not included in subsections (B),
“wastes used to implement § 201 of the Clean Water Act, (C),.and (DY, shall demonstrate that a majority of the benefi-

33 11.8.C. 1281, or necessary to recycle or reuse water ciaries consent to the terms and conditions of the financial
over the design [ife of the works, assistance. The Board will assist each applicant o devise a
““{Jser charge” means g charge levied on vsers of drink- process by which this consent is documented.
Mmfmm F. Based on the Board’s determination of the applicant’s legal
: capability, the Board may recommend modifications 1o the
proposed project oz the Board may recommend modifications
to.the applicant’s legal structure and organization,

15-'. . Application Process
Mar finangcial assistance shall apply to the

‘Authority for each type of financial assistance on forms pro-
ed: by the Authority. After the Board determines that an R18-15-104. Financial Capability

‘application is complete and correct. the Authority may enter A: The zpplicant shall identify a dedicated revenue source for
intg a financial assistance agreement with the applicant. repavment of the financial assistance, When determining an
-An applicant seeking Clean Water Revolving Fund financial applicant's financial capability, the Board shall consider all
assistance shall apply_for financial gssistance pursuant to the following:
“Articles 1 and 2 of this Chapter, 1. The amount of money collected through the dedicated
‘An’applicant seeking Drinking Water Revolving Fund finan- revenue source for each of the previous 3 fiscal years.
‘tial assistance shall apply for financial assistance pursuant to 2. An estimate of the amount of money that will be col-
‘Articles 1 and 3 of this Chapter. jected through the dedicated revenue source for the cur-
‘Anapplicant seeking other types of financial assistance avail- rent fiscal year.

hle through the Water Infrastructure Finance Apthority shall 3. A projection of the amount of money that will be col-
“apply for financial assistance pursuant to Articles 1 and 4 of lected through the dedicated revenue source for each of

this Chapter, the next 5 fiscal vears.

- Any confidential information shall bs marked with the words B. The applicant shall provide an estimate of the project costs,
‘“sonfidential information” op each page of the material con- including applicable planning, design, and construction costs,
.’tammg such information. A claim of confidential information as well as estimated annual operation. maintenance, and
‘may _be_asserted for a trade secret or information that, upon Ieplacement costs,

‘disclosure, would harm a person’s competitive advantage. C. The applicant shall provide an estimated schedule of required
“The: Authority shall not disclose any confidential informa- dishursements of the financial assistance.
ion: - D. The applicant shall provide the following information:

1.  One copy of each financial statement. audit, or compre-
hensive financial statement from the previous § fiscal
VEArs.

2. One copy of each budget. business plan, _management

plan or financial plan from the previous 3 fiscal years

and the current fiscal vear,

One copy of the propesed budget, business plan. man-
agement plan or financial plan for the next fiscal vear.

4, A summary of current fees for drinking or wastewater
services including, as applicable, any resolutions passed
by the governine body of a political subdivision,
improvement plan_or other plan explaining proposed
infrastructure investments,

Copies of decumentation relating to outstanding indebt.

18-15-103. Legal Capability

fitér into long-term indebtedness and legally authorized to

- pledge the dedicated revenue source for repayment requirsd

by R18-15-104,

If the applicant is a political subdivision and the lone-term 3
ndebiedness is authorized through an election, the applicant =

/ghall provide all of the following:

;. One copy of the sample election ballot and election
" pamphlet at least 45 davs prior to the election,

+ One copy of the soverning body resolution calling for 5

- the election at least 45 days prior to the glection, =

. One copy of the election results following the election.

An attorney’s opinion on the current legal status of the é

applicant and the applicant’s ability to legally enter into edness including official statements. financial assistance

- the financial assistance agreement. agreements, and amortization schedules,

1f the applicant is a political subdivision and the long-term 7. Thenumber of connections to be served by the proposed

indebtedness is authorized through a special taxing district = project.

reation process, the applicant shall provide all of the follow- E. Based on the Board’s determination of the applicant’s finan-

0 : £ all final i . . cial capability and the Board’s review of the estimated costs
ne copy of ali final documentation, notices. petitions of the project. the Board may recommend modifications to

: .?}’:d related information at the conclusion of each step in the proposed project or the Board may recommend modifica-
1he special taxin .G}St““ Creation process. tions to the dedicated revenue source.
- An attorney’s opinion on the current legal status of the

epplicant and the applicant’s ability to lepally enter into R18-15-105. Technical Capability

: the financial assistance egreement, A. The Board shall review gach applicant’s technical capability
f the applicant is regulated by the Arizona Corporation Coms o construct. onerate and maintain the proposed projgct.
Ssmn the applicant shall provide all of the following: B. _The applicant shall provide the following information:
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Qne copy. of each feasibility study, enginsering report,
desien memorandum, set of plans and specifications and
other technical documentation related to the proposed
project.

Copies of resumes, biographies or related information of
the certified aperators. system emplovees, or contractors
employed by the apnlicant to operate and maintain the
existing facilities and the proposed profect.

A description of the service territory including maps,

A description of the existing physical facilities,

’i‘he Board may consider the applicant’s compliance history,

as_applicable. to the Clean Water Act. 33 US.C. 1251
throush 1387, Safe Drinking Water Act. 42 11.8.C. 300(H)
through 300(5)(25), related Arizona statutes, and related
rules, regulations, and policies.

Based on the Board’s determination of the applicant’s techni~

cal capability and the Board’s review of the proposed nroject.

the Board may recommend modifications to the proposed
praject.

[

’RIS -15-106. Managerial and Institutional Capability

B.

=

The Board shall review each apnlicant’s capability fo manage

the proposed project,

The applicant shall provide the following information;

L. As applicable, copies of resumes, biographies, vears of
experience, term of office and related information of the
owners, managers, chief elected officials, and governing
body members of the applicant.

2. A list of professional and outside services retained by
the aoplicant and the proposed project.

The Board may consider the following:

1. Asapplicable, comnliance history of the applicant rela-
tive to the Clean Water Act, 33 U.S.C. 1251 throush

1387, Safe Drinking Water Act 42 US.C. 300(f
through 300(3)(25), related Arizona stamtes, and related
tules. regulations, and policies.

2. The scope and size of the proposed project and the
applicant’s ability to _manage the project_once com-
pleted.

Based op the Board’s determination of the applicant’s mana-

gerial capability and the Board’s review of the proposed

project, the Board mav recommend modifications to the pro-
posed project.

R18-15-187. Enviranmental Review

A.

=
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The Authority shall conduct an environmental review pUrsu-
ant to this Section for impacts of the design or construction of
water infrastructure works in accordance with applicable fed-
eral and state faw. As part of the application process. the
Authority shall request information from the applicant to
conduct an environmental review consistent with the Clean

Water Act. 33 U.S.C. 1251 through 1387, and AR.S. Title
49.

If. baged on the application and other information submitted
by the applicant, the Authority determines that a cateporical

exemption from an environmental review is warranted. the
project is gxempt from the requirements of this Section. The

Authority shall_grant an exemption if existing_information
and documents demonstrate that the project gualifies under 1
or more of the following catepories;

1. Any project which is directed towards rehabilitation of
existing facilities. functional replacement of equipment,
or the construction of new ancillary facilities adiacent or

appurtenant to existing facilities which do not affect the
degree of treatment or capacity of the existing facility,

C.

=

g
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2. Any project in sewered communities which is for minor
upgrading and minor expansion of existing treatment

works. ‘
3.  Any project in unsewered communities where on-site
technologies are proposed.

The Authority shall deny an exemption if the project falls

ander any of the following eategories:

1. The project will create a new. or relocate an existing,
discharge to surface or ground waters,

2. Theproject will result in substantial increases in the vol-
ume of discharge or the loading of pollutants from an
gxisting source or from new facilities to_receiving
waters.

The project is known or expected to have a significant
effect on the quality of the human environment. either
individually, cumulatively gver time, or in conjunction
with other federal, state, local, or private actions,

The project is known or_expected to directly or indi-
rectly affect cultural resources. habitats of endangered
or threatened species, environmentally important natural
resource areas such as floodplains. wetlands, important
farmlands, and aquifer recharge zones: or other resource

areas,

The project is known or expected to cause significant
public controversy.

6. The project is known or expected not to be cost effec-
tive,

If the Authority determines that a sategorical exemption is
not warrzanted under subsection (B), the applicant shall pre-
pare an Environmental Information Document (EID) ina for-
mat prescribed bv the Authority. The EID shall be of
sufficient scope to allow development of an Environmental
Assessment (EA) under subsection (E).
The EA may be conducted by the Authority or by the appli-
cant under the supervision of the Anthority and shail include
consideration of all of the following factors:
1. FEor the delingated planning area, the existing environ-
mental conditions relevant either to the analysis of alter-

natives or to determining the environmental impacts of
the proposed project.

fw

[

[

2. The relevant future environmental conditions of the
delineated planning ares, including the alternative of no
action,

3.

The, purpose and need for the project in the planning
area. including the existing public health or water qual-
ity problems and their severity and extent.

4. A comparative analysis of feasible alternatives, inchud-
son shall focus on the beneficial and _adverse
consequences, hoth direct and indirect. on the exjsting
environment. the future environment, and individual
sensitive _environmenta]l fssues that are identified by
project management or through public participation con-
ducted under this Section. The comparison_shall also
include an analysis of all of the following fagtors:

Land use and other social parameters. including

recreation and open-space consideragions.

b. Consistency with population projects used to

develop state implementation plans under the
Clean Air Act. 42 U.8.C, 7401 throueh 7671

g

¢ Cumulative impacts including anticipated commu-
nity growth within the proiect study area.
d.

Other anticipated public works projects. including
coordination with such projects,
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A full range of relevant impacts of the project. including
any _irreversible or irretrievable commitments of
resources to the proiect and the relationship between
local short-term uses of the environment and the mainte-

nance and enhancement of long-term productivity.

Proposed structural and nonstructural measures to miti-
oate or eliminate adverse effects on the human and natu-

ral_environments. Among other measures, structural

proyisions include changes in project design. size, and
logation:. .and nenstuctural provisions include staging
facilities, monitoring and enforcement of environmental
rules, and local commitments to develop and enforce
land use rules.

Upon completion of the EA required by subsection (E). the
Authority shall determine whether an environmental impact
statement (EIS) is necessary.

1. The Authority shall prepare an EIS pursuant to subsec-

tion (G).if any of the following conditions exist.

2. The project is known or expected fo have a signifi-
cant adverse effect on the guality of the human
environment, either individually, cumnlatively
over time, or in coniunetion with other federal,
state, local, or private actions.

The project is known or expected fo directly or

indirectly adversely affect recosmized cultural
resources, habitats of endangered or threatened

species,  environmentally  important  natural
resource areas such as floodplains,  wetlands,
important, farmlands, and aquifer recharge zones,
or other resource areas,

The project is likely to cause sigpificant public
controversy or is known or expected not to he cost
effective.

d. The project discharges into a body of water where
the present protected or designated use is not being
met or is being challenged as inadequate to protect
existing uses, and the discharge will not be of suffi-
cient quality or quantity to meet the reguirements
of these uses,

If the Authority determines pursmant to subsection (F)

=

izg

i

1) that an EIS is not necess the Authority shall issue
a findipg of no significant impact (FNSI.  The FNSI

shall be accompapied by the submitted EA with an
attached memorandum from the Authority explaining
any changes made to the submitted document. Upon
issuance of the FNSI. the project may proceed under the
other requirements of this Article,

An EIS required by subsection (F)(1) shall be prepared as fol-

lows:

The Authority shall 1st prepare and distribute a Notice
of Intent,

As soon as possible after the publication of the Notice of
Intent required by subsection (G)(1), the Authority shall
convene a meeting of affected federal state, and local
agencies. affected Indian tribes, the anplicant. and other
interested parties. At the meeting, the scope of the EIS
shali be determined by considering a number of factors,
including alt of the following:

a.  The significant issues to be analyzed in denth in the

=

g

EIS.
b.  The preliminary range of alternatives to be consid-
ered,

¢.  The potential cooperating agencies and information
or analvses that may be needed from cooperating
agencies or other parties.

=

Ha

=
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4. The method for EIS preparation and the public par-
ticipation strategy.

Upon completion of the process described in subsection
GY2). the Authority shall identify and evaluate all

potentially visble alternatives to adequately address the
range of issues identified. Additional issues mav also be
addressed. or others eliminated, angd the reasons docu-
mented as part of the EIS.

After the analvsis of issues is conducted pursuant 1o sub-
section (G)(3). the Authority shall issue a draft EIS for
public comment. Foliowing public comment pursuant to
subsection (1), the Authority shall prepare a_final EIS
consisting of all of the following:;

The draft EIS.

Comments received on the draft EIS.

A list of persons commenting on the draft BIS,
The Authority's responses to significant comments
received.

A determination of consistency with the Certified

Water Quality Management Plan,

. Any other information added by the Authority.
After a final EIS has been issued under subsection (G), the
Authority shall prepare and issue a record of decision (ROD)
containing the Authority's decision whether to proceed or ot
proceed with a project. A ROD issued with a decision to pro-
ceed shall include mitigation measures derived from the EIS
progess. A ROD issued with a decision not to proceed shall
preclude the project from receiving financial assistance under
this Article.

Any project awaiting financial assistance which hasa 5 or
mote year-old categorical exclusion, FNSI, or ROD under
this_Section shall be subject to_an_environmental reevalua-
tion. The Authority shall reevaluate the project, environmen-
tal conditions, and public views and. in writine. either
reaffirm or modify its original decision. Any new informa-
tion used by the Authority in making its determination shall
be included,

Public notice and participation under this Section shall be
conducted as follows:

L If g categorical exclusion is grented under subsection
(B), the Authority shall provide public notice of that fact
bv publishing the notice as a legal notice at least once. in
i..or more newspapers of general circulation in the
county or counties concerned,

If 2 FNSI is issued under subsection {F)(2). the Author-
ity shall provide public notice pursuant to R18-1-401{A)
that the FINSI is available for public review. The notice
shall provide that comments on the FNSI may be sub-
mitted to the Authority for a period of 30 days from the
date_of publication of the notice. If no comments are
received, the FNS] shall immediately become effective,
3. 1If.a Notice of Intent is prepared and distributed under
subsection (GY1), the Authority shall publish it 25 a
legal notice at least once, in 1 or more newspapers of
general circulation in the county or counties concernead,
If a draft EIS is issued under subsection (GY4). the
Authority shall provide public notice pursuant to ALA.C.
Ri8-1-401(A) that the draft FIS is available for public
1eview, The notice shall provide that comments on the
draft EIS may be submitted to the Authority for a period
of 30 days from the date of publication of the notice. In
addition, if the Authority determines that a project mayv
be controversial. the notice shall provide for a peneral

public hearing to receive public comment pursuant 1o
AAC RI18-1-401(B)
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3, Ifthe Authority reaffirms or revises a decision pursuant 2. Wmm%%\m,mm
to_subsection (1), the Authority shall provide public @L@mﬁwfgmmm;ﬂwﬁg
notice of that fact by publishing the netice as a legal 3. Shall not establish a rate which is fess than is needed 1o
notice at least once. in 1 or more newspapers of general refire the Authority’s bonds.
circulation in the county or ounties concerned. B. _The Authority shall establish interes rates on a loan by loan
6. When public notice is required under this subsection, basis, Such determinations shall be adopted and amended as
the Authority shall also provide written notice to_the required by the Board at public meetings of the Board,
applicabie Designated Water Quality Management Plan- RI8.15.110. bursements and R .
ning Ageney. .15- Dishursements and Repayments
. A. The Authority shall ensure that dishursements are consistent
R18-15-108. Readiness to Proceed ' with the financial assistance agreement and incurred project
A. The Board shall review each applicant’s readiness to proceed expenses,
with the proposed project. . . o B. The Authority shall charge a late fee for any loan renavment
B. The Board shall use all of the following readiness criteria to 30 days past the due date and every 30 davs thereafter. The
dlassify projects (the higher the number, the higher the leve] authority shall refer any loan repayment over 90 davs past
of readiness): . , . due to the Office of the Attomev General for appropriate
1. Level 1 -- The applicant hag received authorization to action pursuant to A.R.S. § 49.375(7),
enter into long-term indebtedness. €. The recipient shall maintain a project aceount in aceordance
Z  Level2-- ) . with_generally accepted povernment accounting standards.
a.  The Board has determined all of the following: After reasonable notice by the Board. the recipient shail
L Legal capability pursuant to R18-15-103, make available any project records reasonably required to
-E-L Financial capability pursuant to R18-15-104, determine compliance with the provisions of this Article and
Jil. Technical capability pursuant to R1_8.-15-105_ the financial assistance agreement.
Jdv. Managerial and institutional capability pursu-
antto Ri§-15-106 RI18-15-111. Administration
b. The applicant has completed the requirement for A. The Board may use up to 4% of federal canitalization erant
Level 1. awards to pay the reasonable costs of administering the Clean
3. Level3 . Water Revoiving Fund and the Drinking Water Revolving
a. The plans and specifications have been reviewed Fund.
and_approved by the Depertment or the Depart- B. The Board may also require a recipient to pay a proportionate
ment’s designee. share of the expenses of the Authority’s operating costs.
b.  The appiicant has completed the requirements for
Levels 1 and 2. R18-15-112. Disputes
4. Level 4 - A.  Any party having a substantial financial interest in or suffer-
T4 The applicant is in _the process of obtaining all ing a substantial adverse financial impact from an action
o applicable permits and approvals required by fed- taken pursyant to this Chapter may file a formal letter of dis-
" eral, state. and local authorities. pute with the Bxecutive Director, Within 30 days of receipt
b. The applicant has completed the requirements for of a dlsgute letter, the Aythority shall issue a preliminary
T Levels 1.2 and 3. decigion in writing, to be forwarded by certified mail to the
5. Level5-. party,
a. The applicant has obtained all applicable permits B. Any party filing a dispute pursuant to subsection (A) that dis-
[ — approvals required by federal. state and local agrees with a preliminary decision of the Authority may file a
authorities. formal letter of appeal with the Board. provided such letter is
b. The applicant has completed the requirements for received by the Executive Director not mare than 15 davs
" Levels1.2.3. andd4. after the receipt by the party of the preliminary decision,
6. Level§-- C. TheBoard shall issve a final decision on issues appeaied to it
2. The applicant has received and aceepted bids for parsuant to subsection (B) not more than 60 davs after Teceipt
the project or. with prior approval from the Board, of the appeal..
the applicant has commenced construction, ARTICLE 2. CLEAN WATER REVOLVING FUND
b.  The applicant has completed the requirements for
Levels 1.2.3. 4. and 5. ) RI8-15:201. Types of Financial Assistance Available
L. As applicable._until the environmental review process A The Authority may use the Cloan Water Revolving Fund for
described in R18-15-107 is completed, the Board shall fimit « any of the following purposes:
payments of financial assistance to preconstruction activity. reconstruction activity. 1. Finangial assistance, which includes anv of the follow-
D, Until all applicable permits land approvals required by fed- ing:
c-:_ral_, state, and fogal authorl]tzes are obtained, the Board sbal] a. Loans consistent with § 603(d)(1) of the Clean
limit_pavments of financial assistance to preconstruction W‘“—‘W%er Act. 33 USC. 1383
L R E) THE 10 1o Y
ckty. b.  The purchase or refinance of local debt obligations
R18-15.109. Interest Rate Determinations which were incurred after March 7, 1983, if build-
A.  In. establishing interest rates for financial agsistance made ing bepan after that date;
under this Chapter, the Authority: g The guarantee or purchase of insurance for local
1. Shall copsider the interest rate on honds jssued by the obligations to improve credit market aceess or
Authority, prevailing market rates. the recommenda- reduce interest rates;
tons of finaneial advisors, equity growth, and asset d.  Segurity as a source of repavment of principal and
growth: irterest on bonds issued by the Authority provided
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that the net proceeds of the boads are deposited in
the fund:

¢ Quarantees of debt obligations by governmental
units which are issued to finance eligible projects,

2. Investments to earn interest to be deposited into the
fund.
3. Pavments of costs to administer the fund.

B. The Board shall describe projects and proposed financial
assistance in the Clean Water Revolving Fund Intended {Use
Plan. developed pursuant to R18-15-203.

RI18-15-262.
tance
A. To be elipible to receive financial assistance an applicant
shali propose a project to: design. construct, acquire, improve
or refinance 8 publicly owned wastewater treatment facility
or projects listed on the Nonpoint Source Management Plan,
A _project eligible under subsection (A) of this Section shall
also meet all of the following applicable requirements prior
to receiving financial assistance:
1. The project shall appsar on the Clean Water Revolving
Fund Priority Tist developed pursuant to R18-15-204,
2. The applicant shall demonstrate legal capability pursu-
ant to R18-15-103.

3. The applicant shall demonstrate financial capability pur-
suant to R18-15-104,

4. The applicant shall demonstrate technical capability
pursuant to R18-15-105.

5. The applicant shall demonstrate managerial and institu-
tional capability pursuant to R18-13-106.

6. The applicant shall demonstrate completion of the envi-
ronmental review process pursuant to R18-15-107,

2. The applicant shall demonstrate readiness to proceed
pursuant to R18-15-108.

8. The applicant shall obtain or be in the process of obtain-
ing all permits and approvals required by federal. state,
and local authorities.

with the Certified Water Quality Manasement Plan.

0. For nonpeint sourge proiects, the applicant shall epsure
that the project is consistent with § 319 and Title VI of
the Clean Water Act. 33 U.S.C. 1329, and 1381 through
1387.

C. The Board shall provide financial assistance to eligible gov-
ernmental units for proposed proiects in priority order
according to the priority list developed pursuant to R18-15-
204. If the Board determines that an applicant will not be able
to proceed with 2 project in a manner consistent with the
Ciean Water Revolving Fund Intended Use Plan, the Board
shall bypass that project. The Board shall provide written
notice to the applicant that the project has been bypassed.
The Board shall replace the bypassed project with the next
project on _the Clean Water Revolving Fund Priority List in
rank order that is ready to accept financial assistance.

R18-15-203. Clean Water Revolving Fund Intended Use Plan
The Board shall publish an Intended Use Plan for each vear in
which it anticipates that it will provide financial assistance for eli-
gible projects. At a minimum the Intended Use Plan shall identify
the projscts by eligible applicant, proiect name, type of project,
type of financial assistance, arnourt of financial assistance, and

gstimated interest rates to be charged. The Intended Use Plan shall
also identify 1st use and equivalency projects. The Intended Use

Plan_shail be prepared after providing for public comment and
review. When an Intended Use Plan is to be submitted as_of the
documents required to obtain 2 grant under Title VI of t_he Clean
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Water Act, 33 U1.8.C, 1381 through 1387, the Intended Use Plan
shall include any additional information required by federal law,

R18-15-204. Clean Water Revolving Fund Priority List

A, Each vear the Board shall adopt the Priority List for the next
12-month perind, The Board shall not adopt a new list for
vears where funds are not adequate to assist any projects.

B, When the Priority List is required pursuant to subsection (A},
the Board shall rank the projects by prioritv class {(alphabet-
ized with “A” as the highest priority class), priority_points
and year.
An_zpplicant, desiring placement on the Priority List. shall
make its request for placement of 1 or more proposed
projects on or before a date specified by the Board, When
requesting placement on the Priority List, an applicant shall
submit information within an application format specified by
the Board,
The Board shall prepare a draft Priority List. In developing a
draft Priority List, the Board shall consider all requests sub-
mitted under subsection (C), all requests made by regulatory
authorities, all plans prepared pursuant to the Clean Water
Act, 33 US.C. 1251 through 1387, and the most recently
The Board shall hold a public meeting to receive comments
on the draft Priority List. The Board shall publish a notice of
the public meeting in newspapers statewide at least 21 days
priorie the meeting date and make copies of the draft Priority
List available to the public at least 14 days prior to the meet-
ing date,
The Board shall consider all comments submitted in writing
priorto the meeting, given orally at the meeting, submitted in
writing at the meeting. or submitted subsequent to the meet-
ing but prior to the close of the written comment period. The
Board shall establish. 2 written comment period and shall
publish the date upon which the comment period closes in the
meeting notice. The Board shall summarize all of the com-
ments received, prepare responses, and adopt the Priority List
to be used to administer the Clean Water Revolving Fund
during the following fiscal year, ’

G.  The Board shall make additions or modifications 1o the Prior-
itv List when 1 or more of the following conditions are met:
1. The project meets the criteria for Priority Class A speci-

fied in R18-15-205(B).

2. Funds are available to cover the cost of the project and
o honor funding commitments made to other projects or
aeeded to support financial arrangements made to sell
bends for the state match, :

3. The additions or modifications are made by the Board at
a public meeting,

9]

@

[

2

H. After an opportunity for public comment at a public meeting,
the Board may remove a project from the Priority List under
any 1 of the following circumstances;

1. The project has received all financial assistance from the
fund requested by the applicant,
2. The project has been financed with long-term indebted-
ness from another source.
3. Theproject is no longer an eligible project,
4. The applicant requests removal.
L. The Board shall retain a project on the Priority List in its

assigned priority ranking if it is bypassed pursuant to R18-
15-204C).

R18-15-205. Clean Water Revolving Fund Priority Classes

A. TheBoard shall evaluate each project on the Priority List and
plage it into a priority class. The Board may place major por-

tions of a proiect into different priority classes. The Board
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shali_consider separation of a project into different pricrity F. Class IJ - The Board may designate a proiect as Priority
classes when reauested by the applicant or when the Board Class D if any 1 of the following conditions exists:
determines that available funds are inadequate to provide 1. The project will provide capacity required to serve exist~
assistance to projects critical to the public health or fo water ing needs,
quality. The Board mayv resvaluate project priority classes 2. The project is desiened for wastewater reuse. to con-
under R18-15-204¢(G} when supported by information such serve water, or to recharge wastewaler,
as facility plans, feasibility studies, enforcement actions. and 3. The project is necessary to remedy inferceptors which
environmental reviews conducted vnder R18-15-107. If the are overloaded.
Board_ determines that the problem being addressed a G. Class E -- The Board may designate a project which does not
project can be corrected by proper operation and maintenance receive a designation pursuant to subsections (B) through (F)
of existing facilities. the project is ineligible for financial of this Section as Priority Class E, if the project is for future
assistance. growth only or if the project has been financed from another
B. Class A ~- The Board may designate a project as Priority source of long-term indebtedness.
Class A.Jf both the following conditions exist: R18-15-206. Clean Water Revolving Fund Priority List
L ;l;l::ingogi of the project js to eliminate either of the fol- Rankine Criteria
iowing. . ) . A. The Board shall rank projests within priority classes using
8. Anenvironmental nuisance as defined in AR.S. § priority values obtained from the following formula:
. i—-"-l% el haand dectared b o PV = VF + TD + CL + CW + Cl + LFC + PYF + CR
2. A public healih hazarg declared DV a reguiatory where:
authority. PV = Priority Value
2. Corrective action or mitigation measures have been ini- VF = Violation Factor
tiated as evidenced bv 1 or more of the following: TD = Treatment and Disposal
a. An administrative order issued by a regulatory CL = Collection Lines
authority. CW = Classification of Waters
b.  A_court order or decision. Cl = Conservation Index
¢ Axyoluntary compliance asreement with a regula- LFC =1 ocal Fiscal Capacity
tory au@horim_ PYF = Prior Year Funding
d. The impiementation of a corrective action plan by a CR = Consolidation and Regionalization
regulatory_authority, which mav_include restric-  B. Violation Factor (VF) - Whenever the Board determines that
tions_on_construction, _connections, or_develop- a project seeks to cotrect & violation of a water quality stan-
ment. dard or a violation of a condition contained in a valid water
e A voluntary corrective action plan implemented by quality permit issgcd by a regulatory authority, the Board
the applicant and evidenced by restrictions or mor- shall award VF points. The Board shall use information from
AtOETHS. documents obtained under R18-15-205(B) and RI8-15-
C. Class A; Continuing Construction Projects -- In addition to 203(D).to. assien. VI points. VE points are awarded as fol-
" RI8-15-205(B). the Board may designate a project as Priori lowseplo amedmum o 00 polnss,
Class A if the project received funding in a prior fiscal vear, L. 40 points for nitrates, disease oreanisms or indicators, or
the Board sntered into a multi-fiscal vear funding commit- conditions which create a threat fo an erdangered sne-
ment with the applicant, and the project received at least 20 Cles. )
oints under R18-15-206(H). 2. 30 points for p_athogens,’ heavy metals, and. volatile
D. Class B -~ The Board may designate » project ag Priority 3 __g________}z_______(,_____lgg a:;{c tco;n (;)L}nds V.Oc; 3L 4 4 (BOD
Class B if the poal of the project is to eliminate a violation of et MW_..Xg___.___(___L_d 1(;1 i%f 19C ; rmc;}a tox £l gemai Sus-
water quality standards documented by official reports, data, b st i o
or findings of a reeulatory authority and corrective action or jung o1nts - furbigity, ortem cratu}’ £ .
mitigation measures have been initiated as evidenced by 1 o1 & Treatn}ent az3d Disposal (I - I an applicant s ,S?ekm
more of the followine: financial assistance to_construct, upgrade. or rehabilitate a
1 An administrative order issusd by a reculatory author- tre:atment or dtsngsal process t.he Bc_mrd shall award .’i“D
- ———————————L—————--—M—w—i points up to a maximum of 30 points with only 1 set of points
iy. .. awarded as follows;
2. Acourtorder or decision, 1. 30 points to_provide additional treatment capacity to
3. Avolntary compliance asreement with g resulatory meet exjsting need,
guthority, 2. 30 points to_construct new treatment capacity for an
4. The implementation ofa corrective action plan by a reg- unsewered area,
ulatory authority. which may include restrictions on 3. 25 points to provide additional disposal capacity,
construction, connections, or development. 4. 20 points to upgrade treatment facilities to more strin-
3. Ayolontary corrective action plan implemented by the gent standards,
applicant and evidenced by restrictions or moratoriums. 3. 15 pointsto remedy existing design inadequacies,
E. Class C -~ The Board may designate a project as Priority 6. 10 points for projects which will resolve existing opera-
Class C if the goal of the project is to correct water quality tion and maintenance violations.
which violates applicable permit requirements, The Board 1. 5.points for proiects which will expand treatment capac.
shall ensure that the violations are documented by required or ity to sccommodate future growth.
special monitoring reports which confirm that the discharge D. Collection Lines {CL) -~ If an applicant is seeking financial
limits for a parameter were sxceeded either 3 consecutive assistance for a collection line project, the Board shall award
months during the past vear or any 4 months during the past CL points up to a maximum of 30 points with only 1 set of
ear. points awarded as follows:
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1. 30 points to extend servige o an existing unsewered
area where a documented water qualify standard viola-

tion exists,

2. 23 points 1o repair, rehabilifate or replace existing col-
lection lines.

3. 20 points to extend service to an existing unsewered
area,

4, 135 .points. to replace coliection lines to accommodate
gxisting growth,

5. 3 points 1o install new collection lings to accommeodate

future growth,
Classification of Waters (CW) - The Board shall award

points for either surface water or groundwater categories but

not both. The most stringent protected use within each cate-

gory, shall be the sole determiner of the CW points, CW

poims are awarded as follows up to a maximum of 30 points:

1, Forsurface water, CW points shall be awarded for dis-

charges into a water body assiened 1 of the following
protected use classifications under R18-11-101;

2. 30 points for “full body contact” or “domestic

water source.” For purposes of this subsection, a

project that is not within either of those classifica-

tions may receive 30 points if the discharge is into
g water body ciassified as a “unique water” defined

b, 20 points for “aguatic and wildlife—-(cold water
fishervy?.
c. 15 points for “aquatic and wildlife” that is not a
cold water fishery.
d. 10 points for “incidental human contact™,
2. For groundwater, CW points shall equal 30 points for
discharpes into an aguifer.
Conservation Index {CI) - The Board shall award Conserva-
tion Tndex points up to a maximum of 45 points as follows;

L 30points if the project will reclaim, reuse, or rechargs at
least 51% of trested wastewater congistent with state

law,

2. 15 points if the project will produgtively recycle waste-
water constituents,

3. O points if the project will not reclaim, reuse, or recharge
wastewater.

Local Fiscal Capacity (LFC) -- The Board shall award LFC

points ap to a maximum of 100 points as follows:

J.  Median Household Income (MBI -- The Board shall
divide the MHI from the area served by the applicant by
the state’s MHI (Service Area MHI/State MHI)} to award
points as follows:

40 points if the area’s MHI is less than 25% of the

State’s MHL

b. 30 points if the area’s MHI is between 25% and

20% of the State’s MHIL

20 points_if the area’s MHI is between 51% and

75% of the State’s MHI.

10 points if the area’s MHI is_between 76% and

100% of the State’s MHL

0 points if the areas’s MHI is more than 100% of

the State’s MHIL

User Fees -~ The Board shall divide the applicant’s pro-

posed residential user fees, rates, and charpes by the ser-

vice area’s MHI (Proposed User Fees. Rates and

Charges/Area MHT) to award points as follows:

20 points if the rates are more than 2% of the area’s

MHI.

b. 10 points if the rates are between 1% and 2% of the
area’s MHI,

d
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¢. O points if the rates area is less than 1% of the
area’s MHI
3. Investment - The Board shal} divide existing indebted-
ness, existing investments. and proposed._indebtedness
by the service area’s MHI (Investment/ Area MHI) to
award points as follows:

a. 20 points if the existing and proposed investment is
more than 1% of the area’s MHL

b. 10 points if the existing and proposed investment is
between .5% and 1% of the area’s MHI

¢.  {.points if the existing and proposed investment is
less than .5% of the arga’s MHL

Cost Effectiveness (CE) -- The Board shall divide the

estimated costs of construction by the number of bene-

fitting connections (Construction Costs/# of Benefitting

Connections) to award _points as follows:

20 points if CE is less than $2.500 per benefitting

connection,

b. 10 points if CE is between $2.500 and $5.000 per

benefitting conmection,

0 points if CE is more than $5.000 per benefitting

connection,

Prior_Year Funding (PYF) -~ The Board shall award PYF
points up to a maximum of 30 points with onty 1 set of points
awarded as follows:
1. 30 points if the applicant reguests additional financial
assistance for a multi-vear construction project which
received financial assistance from the Autherity in a
previous fiscal year,
20 points if the applicant requests additional financial
assistance to offsel actual costs or justified overruns.
10 points if the spplicant requests financial assistance to
construct 3 project which received planning and design
financial assistance from the Authority in a previous fis-
cal vear.
=10 points if the applicant requests financial assistance
1o offset cost overruns.
Consolidation & Regionalization (CR) -- The Board_shall
award CR points up to a maximum of 50 points as follows;
20 points if the applicant is consolidating the physical
20 points if the applicant is extending service to existing
areas currently served by another facility.
3 points if the applicant is consolidating the operations
of existing multiple facilities.
4. 3 points if the applicant is consolidating the ownership

of existing multiple facilities.
The Board may use the most recent Upited States census data
ig determine the applicant’s and the state’s median household
income. If the Board or the applicant determines that this
data is _insufficient. the applicant shall use a reliable and
impartial entity to conduct an income survey of the appli-
cant’s servige area If the applicant’s service area is included

in more than _income area the Board may use an average of
income areas to define the service area’s median household

income.
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Ri8-15-207, Project Construction

The Department, shall not issue an Approval to Construct to
an_applicant or recipient until all of the following have
occurred:

An on-site inspection by the Department,

The development by the applicant or regipient of a
sludge management use and disposal plan.

A review of all set-back requirements by the Depart.
ment.

b2
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Prior to awarding contracts for construction associated with
the project, the applicant or recipient shall demonstrate all of
the following:

1. All easements and rights-of-wav have been obtained.

2. All contracts, subagreements. and force account work
are _consistent with _the Arizona Procurement Code

ARS. §§41-2501 et seq.

3. All required approvals and permits have been obtained
from the following entities;

& The Department ingluding the requirements con-
tainedin 1I8AAC 9.

b,  Applicable federal, state. and local authorities as
related to:

Leases.

Zoning permits,

ii. Building permits.

Flood plain approvals.

Alr quality permits.

Solid waste approvals.

DRuring construction of wastewater treatment facilities, the

recipient shall do ali the following:

1. Conduet work in compliance with the requirements of
1I8AACS,

2. Employ a qualified, recistered, professional gnginger to
directly supervise construction managernent and inspec-
tion,

Upon_project completion, all of the following requirements

shall be satisfied:

L. The projest shall receive a final inspection and obtain al}

certificatjons and approvals required by 18 A.A.C. 9.

The recipient shall aceept the project in writing.

Any required operation_and maintenance manual shall

be completed.

As-built plans and specifications shall be submitted to

the Authority and the recipient.

Within | year after project completion, the recipient shall

certify that the wastewater treatment facility meets desion

specifications and all effluent limitations. If the recipient is
unable to submit the required certifieation, the recipient shall
submit a corrective action plan, This plan shall describe why
the wastewater treatment facility does not meet desien stan-
dards or effluent limits and what will be done to correct the

deficiency, together with a schedule for the corrective
actions.

el I:: [

B
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Clean Water Revolving Fund Requirements
The Board shall identify Clean Water Revolyvine Fund
requirements applicable to each proiect pursiant to the Clean
Water Act, 33 1.8.CC, 1251 through 1387,

If applicable, the applicant shalt design a usar charge system
to produce adequate revenues for operation and maintenance,
including replacement. The user charge system shall provide
that a user discharging pollutants that ¢ause an increase in the
cost of managing the effluent or sludge from the treatment
works shall pay proportionatelv for the increased cost. An
applicant's user charge system. based on actual or estirnated
use of wastewater treatment services, shall provide that each
user or user class pays its proportionate share of operation
and maintenance, including replacement costs of treatment
works within the applicant's service ares, based on the user's
proportionate contribution to the total wastewater loading
from all users or user giasses.

After a project is completed. the sovernmental unit shall use

revenue from the project. including the sale of sludges, gases,
liquids, crops, or revenue from leases, to offset the costs of

operation and maintenance.

D.

E.

The applicant shall certify that it has not violated any federal
state. or local iaw pertaining to fiaud, bribery, graft kick-
backs, collusion, conflict of interest, or other unlawful or cor-
rupt, practices relating to or in connection with facilities
planning or design work on a_wastewater treatment facility
project,

First use and equivalency projects shall comply with the pro-
visions.of the Civil Rights Act of 1964, Pub. I.. 88-352 42
11.8.C. 2000{z) to 2000(h)(6), and ali other applicable federal

laws,

ARTICLE 3: DRINKING WATER REVOLVING FUND

Ri8-15-301. Types of Financial Assistance Available

A

1.

B.

C.

The Authority may use the Drinking Water Revolving Fund
for any of the following purposes:
Financial assistence. which includes any 1 of the following;

a. Loans consistent with § 1452(a)2)D) of the Safe

Drinking Water Act 42 U.8.C. 300()(12).

b.  The purchase or refinance of local debt obligations
of political subdivisions which were incurred after
Iuly 1, 1993, if building beean after that date.

The puarantee_or purchase of insurance for local

obligations to improve credit market access or
reduce interest rates,
d.  Sgeurity as a source of repayment of principal and
interest on bonds jssued by the Authority provided
that the net proceeds of the bonds are deposited i
the fund,
e. Guarantees of debt obligations by governmental
units which are issued to finance eligible projects.
Investments to earn inferest to be deposited into the
fund.
3. PBayments of costs to administer the fund,
4.  Other uses anthorized by the Safe Drinking Water Act,
42 11.5.C. 3600 to 300(14235).
The Board shall describe projects and proposed_financial
assistance in the Drinking Water Revolving Fund Intended
Use Plan, developed pursuant to R18-15-303.
Pursuant 1o the Safe Drinking Water Act, 42 UJ.8.C. 300(H 1o
300(NM25), 15% of avajlable Drinking Water Revolving Fund
financial assistance shall be available solely for drinking
water facilities serving fewer than 10.000 persons consistent
with the requirements for financial agsistance within Article
3. On an annual basis, if there are insufficient requests for
Drinking Water Revolving Fund financial assistance from
drinking water facilities serving fewer than 10,000 persons.
the Board may direct the remainder of the 15% fo all other
drinking water facilities requesting financial assistance con-
sistent with the requirements within Article 3.

e

o

R18-15-302. Eligibility_Requirements for Financial Assis-
tance

A,

Page 2796

To be eligible to receive financial assistance an appHeant
shall be a drinking water facility as defined by A.R.S. § 49-
371. An applicant shall propose a project to: plan, design,
construct, acquire. or improve a drinking water facility, or
refinance an eligible drinking water facility.

A project eligible under subsection (A) shal] also meet al} of
the following requirements prior to receiving finangial assis-
tance:

1. The project shall appear on the Brinking Water Revoly-

ing Fund Priority List developed purstiant to R18-15-
304,

2. The applicant shall demonstrate lepal capability pursu-
ant 10 R18-15-103
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3. Theapplicant shall demonstrate financial eapability pur-
suant to R18-15-104.

4. The applicant shall demonstrate technical capability
pursuant to R18-15-103.

The applicant shall demonstrate managerial and instity-
tional capability pursuant to R18-15-106.

The applicant shall demonstrate completion of the envi-
ronmental review process pursuant to R18-15-107,

The applicant shall demonstrate readiness to procsed
pursuant to R18-15-108.

The applicant shall obtain or be in the process of obtain-
ing all permits and approvals required by federal, state,
and Tocal authorities.

The Board shall provide financial assistance to eligibie apphi-
cants for proposed projects in priority, order according to the
priority 1ist developed pursuant to R18-15-304. If the Board
determines that an applicant will not be able to proceed with
4 project in a manner consistent with the Drinking Water
Revolving Fund Intended Use Plap, the Board shall bypass
that project, The Board shall provide written notice to the
applicant that the project has been bypassed, The Board shall
replace the bypassed project with the pext project on the
Drinking Water Revolving Fund Prigrity List in rank order
that is ready to accept financial assistance.

RI8-15-303. Drinking Water Revolving Fund Intended Use
Plan

The Board shall publish an Intended Use Pian for each year in
which it anticipates that it will provide financial assistance for eli-
gible projects. Ata minimum, the Intended Use Plan shall identify
the projects by gligible applicant. project name, tvpe of project,
type of financial assistance, amount of financial assistance, popu-
lation_served bv the proiect, and estimated interest rates to be
charged. The Intended Use Plan shall be prepared after providing
for public comment and review. When an Intended Use Plan is to
be submitted as of the documents reguired to obtain 2 grant under

the Safe Drinking Water Act, 42 11.S.C. 300(f) to 300(1)(25), the

intended Use Plan shall ipglude any additional information
required by federal law.,

R18-15-304. Drinking Water Revolving Fund Priority List
A.  Each vear the Board shall adopt the Priority List for the next
12-month period. _The Board shall not adont a new list for
years when funds are not adequate to assist any projects.
When the Prioriey List is required pursuant to subsection (A),
the Board shatl rank the projects by priority class {alphabet-
ized with A a3 the highest priority class), priority points, and
year,

C. An_applicant desiring_placement on the Prioritv_List shall
make its request for placement of 1 or more proposed
projects on or before a date specified by the Board. When
requesting placement on the Priority List, an applicant shall
submit.information within an application format specified by
the Board,

The Board shall prepare 2 draft Priority List. In developing 2
draft Priority List. the Board shall consider all requests sub.
mitted under subsection (C), all requests made by regulatory

authorities. all plans prepared pursuant to the Safe Drinking
Water Act 42 U.S.C. 300(0 to 300(]}(25). and the maost

recently adopted Priority List,

The Board shall hold a public meeting to receive comments
on the draft Priority List. The Board shall publish 2 notice of
the public meeting in newspapers statewide at least 21 days
prior to the meeting date and make copies of the draft Priority

List available to the public at least 14 davs prior to the meet-
ing date,
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E. The Board shall consider all comments submitted in writing
priorto the meeting, given orally at the meeting, submitted in
writing at the meeting, or submitted subsequent to the meet-
ing but prior to the cloge of the written comment period. The
Board_shall establish a written comment period_and shall
publish the date upon which the comment period closes in the
meeting notice. The Board shall summarize all of the com-
ments received, prepare responses, and adopt the Priority List
10 be used to administer the Drinking Water Revolving Fund
during the following fiscal vear.

G. The Board shall make additions or modifications to the Prior-
ity List when all of the following conditions are met;

L. The project meets the griteria for Priority Class A speci-
fied in R18-15-305(B) and funds are available to cover

the_cost of the project and to honor funding commit-
ments.made to other projects.

2. The additions or modifications are made by the Board at
a public meeting,

After an opportunity for public comment at a public meeting,

the Board may remove a project from the Priority List under

any. 1 of the following circumstances:

1. The project has received all financial assistance from the
fund requested by the applicant.

2. The project has been financed with long-term indebted-

ness from another source,

The project is no longer an eligible project.

L. The Board shali retain a project on the Priority List and work

with each system in its assigned prierify ranking if it i
bypassed pursuant to R18-15-302(C).

R18-15-305. Drinking Water Revolving Fund Priority
Classes

A. The Board shall evaluate each project on the Priority 1ist and
plage it into  priority class, The Board may piace major por-
tions of a project into different priority classes. The Board
shall consider separation of a project into different priority
classes when requested by the applicant or when the Board
determines that available funds are inadequate to provide
assistance to projects eritical to the public health or to water
guality. The Board may reevaluate proiect priority classes
under R18-15-304(G) if supported by information such as
facility plans, feasibility studies. enforcement actions, and
enyironmental reviews conducted under R18-15-107. If the
Board determines that the problem being addressed by &
project can be corrected by proper operation and maintenance
of existing facilities. the project is ineligible for financial

assistance.

Class A -~ The Board may designate a project as Priority
Class A if continuous or_ intermittent violations of the
natiopal primary drinking_water standards exist involving
agutely. toxic contaminants. The violations shall be docu-
mented by official reports, data, or findings of a teguiatory
authority. Corrective action or mitization measures shall be
initiated and evidenced by 1 or more of the following:

An _administrative order issyed by a reculatory author-
ity

A court arder or decision.

A.voluntary compliance agreement with a regulatory
authority

The implementation of a corrective action plan by a reg-
ulatory zuthority, which may include restrictions on
construction, conngctions. or development.
A_voluntary corrective action plan with a repulatory
agency implemented by the applicant and evidenced by
restrictions or maoratoriums.
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Class A: Continuing Construction Projects - In addition to
R18-15-305(B). the Board may desienate a project as Priority
Class A If the project received funding in a prior fiscal vear,
the Board entered into 2 multi fiscal vear funding commit-
ment with the applicant, and the project received at least 20
paints under R18-13-306(F).

Class B - The Board mayv_designate a project as Priority
Class B if _a viclation of the national primary drinking water
standards involves non-acutelvy toxic contaminants docu-
mented by official reports, data, or findings of a regulatory
authority and corrective action or mitigation measures have
been initiated as evidenced by 1 or more of the following:

1. An administrative order issued by a regulatory author-
itv.

A court order or decision,

A voluntary compliance agreement with a repulatory
authority.

The implementation of a corrective action plan by a reg-
ulatory authority. which mav_include restrictions on
sonstruction, connections, or development.

A _voluntary corrective action plan with a reoulatory
authority implemented by the applicant and evidenced
by restrictions or moratoriums.

Class C o= The Board mav designate 2 project as Prigrity
Clags C if the goal of the project is to upgrade or rehabilitate
existing delivery capability or existing facility design in
accordange with the Safe Drinking Water Act Amendments,
Class I ~- The Board may desienate a project as Priority
Class P if the goal of the project is to consolidate or regional-
ize service of previously separate drinking water facilities,
Class E -- The Board may designate a project which does not
receive a designation pursuant to subsections (B) through (F)
as Priority Class B,

[ o
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R18-15-306. Drinking Water Revolving Fund Priority List
Ranking Criteria
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The Board shall rank projects within priority classes using

priority values obtained from the following formula;
PV HC+ CFS+ILFC+PYF+ CR where:

PV = Priority Value

HC = Health Criteria

CFS = Condition of Facilities and Sonrces
LFC = Local Fiscal Capacity

PYF = Prior Year Funding

CR = Consolidation and Regionalization

Health Criteria (HC) -~ Whenever the Board determines that

a project seeks to correct a violation of the national primary

drinking water standards. the Board shall award HC points.

The Board shall use information from documents obtained

under R18-15-305(B) and R18-15-305(D) to assign HC

points. The Board shall award HC points up to & maximum
of 104 points with only 1 set of points awarded as follows:

L. 100 points for continuous violations of the national pri-
mary drinking water standards involving acutely toxic
contaminanis.

2. 80 points for intermittent violations of the national pri-
mary drinking water standards involving acutely toxic
contaminants,

3. 60 points for continuous violations of the pational pri-
mary drinking water standards involving non-acutely

toxic contaminants,
4. 40 points for intermittent violations of the national nri-

mary_drinking water standards involving non-acutely
toxic contaminants,
Condition of Facility and Source (CFS) - If an applicant is
secking financial assistance to construct upgrade, or rehabil-

=
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itate a drinking water facility, the Board shall awerd CFS

1, 20 poinis to secure at least 51% of new eligible source

capagity with s renewable source or 10 points to secure

at least 51% of new ¢gligible source capacity with & non-
renewable source,

20 points to construct, ungrade, or rehabilitate a ¢Omno-

nent of the water treatment facility, other than disinfec-

20 points to upgrade or rehabititate capacity of an exist-

ing gligible storage. pumping, or distribution facility.

20 _points to upgrade or rehabilitate existing. required

15 points to protect an existing water source from an

existing or fyture contamination threat, the project hav-

13 points to upgrade or rehabilitate an existing well or

spring box.

7. 10 points to repair an existing transmission or distribu-
tion system,

8. 35 points to reduce a taste, odor or corrosion problem at
an existing facility,

Local Fiscal Capaci EC) -~ The Board shall award LFC

points up to a maximum of 100 points as follows:

1. Medign Household Income (MHI) -- The Board shall
divide the MH] from the area served by the applicant by
the state’s MHI (Service Area MHY/State MHI) to award
points as follows:

40 points if the area’s MHI is less than 25% of the

State’s MHIL

b. 30 points if the area’s MHI is between 25% and
50% of the State’s MH]

§. 20 points if the area’s MHI is between 51% and
75% of the State’s MHI.

d. 18 points if the area’s MHI is between 76% and
106% of the State’s MEL

e. 0 points if the areas’s MHI is more than 100% of
the State’s MHI,
2. User Fees -~ The Board shall divide the applicant’s pro-

posed user fees, rates, and charges by the service area’s

MHI_(Proposed User Fees, Rates and Charpes/Area

MHI) to award points as follows:

a. 20 points if the rates are more than 2% of the area’s
MHI,

b, 10 peints if the rates are between 1% end 2% of the

area’s MHE
¢ O points if the rates area less than 1% of the area’s
MHL
3. Investment -- The Board shall divide existing indebted-
ness. existing investments, and proposed indebtedness
hy service area’s MH] (Investment/ Area MHI to award

20 points if the existing and proposed investment is
more than 1% of the area’s MHL

b. 10 points if the existing and proposed investment is
between 5% and_]1%.of the area’s MHI.

0 points if the existing and proposed investment is
less than .5% of the area’s MHI

Cost Effectiveness (CE) - The Boazd shall divide the
gstimated costs of construction by the number of bene-
fitting connections (Construction Costs/# of Benefitting
Connections) to award points as follows:

8, 20 points if CE is less than $2.500 per benefitting

connection.
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b. 10 points if CE is between $2,500 and $5.000 per
benefitting connection.

¢. 0 points if CE is more than $5.000 per benefitting
connection.

E. Prior Year Funding (PYF) -- The Board shall award PYF
points up to & maximum of 30 points with only 1 set of points
awarded as follows:

1. 30 points if the applicant requests additional financial
assistance for a multi-yvear construction preject which
received financial assistance from the Authoritv in a
previous fiscal vear.

2. 20 points if the zpplicant requests additional financial
assistance to offset actual costs or justified overruns.

3. 10 points if the applicant requests financial assistance to
construct a project which received planning and design
finangial assistance from the Authority in a previous fis-
cal vear.

4.  -10 points if the applicant requests financial assistance
to offset cost overruns.

Consolidation_ & Regionalization (CR) -- The Board shall

award CR points up to a maximurn of 50 points as follows:

1. 20 points if the applicant is consolidating the physical
facilities of existing multipie facilities,

2. 20 points if the applicant is extending service to existing
areas currently served by another facility.

3. 5 points if the applicant is consolidating the operations
of existing multiple facilities.

4. 3 points if the applicant is consolidating the ownershin
of existing multiple facilities.

G. The Board may use the most recent United States census data
to determine the applicant’s and the state’s median household
income. If the Board or the applicant determines that this data
is insufficient. the applicant shall use a reliable and impartial
entity to conduct an income survey of the applicant’s service
area. If the applicant’s service area is ingluded in more than
income area, the Board may use an average of income areas
10 define the service area’s median household income.

RI18-15-307. Project Construction

A, The Department shall not issue an Approvat to Con-
struct o an_applicant or recipient until the Department
has conducted an one-site nspection.
Prior to awarding contracts for construction associated
with the project, the applicant or recipient shall demon-
strate all of the following:
All gasements and rights-of-way have been obtained.
Al contracts, subasreements, and force account work
are_consistent with the Arizona Procurement Code
ARS 88 41-2501 et seq.
All required approvals and permits bave been obtained
from the following entities;
The Department including the requirements con-
tained in 18 A AC. 4,
b. Apnplicable federal, state, and loca] authorities as

related to:
Leases.
Zoning permits,
Building permits.
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iv, Flood plain approvals.
v. Airguality permils,
vi. Solid waste approvals.

C. During construction of drinking water facilities, the recipient
shall do all of the following:

1. Conduct work in compliance with the requirements of
IBAAC. 4
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2. Employ a qualified. registered, professional erigineer to' .
directly supervise ¢onstruction management #nd inspec-—
tion.

Upon.proiect completion, all of the following requirements

shall be satisfied:

L. The orofect shall receive a firal inspection and ghtain all

gertifications and approvals required by 18 A.A.C. 4.

The recipignt shall aceept the project in writing,

Any. required operation and maintenance manual shall

be completed.

Asc-built plans and specifications shall be submitted to

the Authority and the recipient.

Within_1 vear after project completion, the recipient shall

gertify that the project meets design specifications. If the

recipient is unable fo submit the required certification. the
recipient shall submit 2 corrective action plan. This plan shall
describe why the project does not meet, desion standards and

what will be done to correct the deficiency, together with a
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R18-15-308. Drinking Water Revolving Fund Requirements
A. The Board shall identify Drinking Water Revolving Fund
requirements applicable to each project pursuant to the Safe
Drinking Water Act, 42 U.S.C, §§ 300(f) to 300(3)(25).
B. If applicable, the applicant shal] design a user charge system
to produce adequate revenues for operation and maintenance,
including replacement. An anplicant's user charge system,
based on actual or estimated use of the drinking water facili-
ties, shall provide that each user or user class pays its propor-
tionate share of operation and  maintenance,  including
replacement costs of facilities within the applicant's service
area based on the user's proportionate use of the facilities.
The apolicant shall certify that it has not violated anv federal
state. or local law pertaining to frand, bribery, eraft, kick-
backs, collusion, conflict of interest, or other unlawfiy] or cor-
rupt_practices_relating 1o or in connection with facilities

ARTICLE 4. OTHER FINANCIAL ASSISTANCE

0

R18-15-401. Types of Financial Assistance Available

A. The Authority may issue Water Quality Bonds on behalf of
eligible applicants for any of the following types of financial

Loans.

The purchase or refinance of local debt obligations,

The Authority may gusrantee or purchase insurance for

local oblisations to improve credit market access or

reduce interest rates for eligible applicants.

R18-15-402. Eligibility Reguirements_for Financial Assis-
tance

A. _To be eligible to receive financial assistance, an applicant
shall propose a project to: plan, design, construct, improve,
acquire, or refinance g wastewater facility, a drinking water
fagility, or a nonpoint source project.

A project eligible under subsection (A) shall also meet all of
the following requirements prior to receiving financial assis-
tance:

1. The spolicant shali demonstrate legal capability pursu-
ant to R18-15-103,

The applicant shall demonstrate financial capability pur-
suant to R18-15-104.

The applicant shall demonsizate technical capability
pursuant to R18-13-103,

The apoplicant shall demonstrate managerial and institu-
tional capability pyrsuant to R18:-13-106.
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The applicant shall demonstrate completion of the envi-
ronmental review progess pursuant 1o R18-15-107.

The applicant shall demonstrate readiness to proceed
pursuant to R18-15-108.

The applicant shali obtain or be in the ptocess of obtain.
ing all applicable permits angd approvals required by fed-

eral, state and Jocal authorities,

o~

i

R18-15-403. Project Construction

A

B.

o
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Construction of g project shall conform to all of the require.
ments found in this Section.

The Department shall not issue an Approval to Construct to
an applicant or recinient until the Department has conducted
an on-site inspection,

Prior to awarding contracts for construction associated with
the project, the applicant or recipient shall demonstrate all of
the following;

1. All easements and righte-of-way have been obtained.

2. All_contracts, subagreements, and force aceount work

are gonsistent with the Arizona Procurement Code.

AR5, §8 41-2501 et seq.

All required approvals and permits have been obtained
from the following entities:
2. The Department including the requirements con-

tained in I8 A A.C. 40r 18 AAC. O, a5 applicable.
b.  Applicable federal, state. and local authorities as

related to:
i Leases

il.  Zoning permits.
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iii. Building permits.

iv. Fleod plain approvals.
v. Air guality permits,
vi. Solid waste approvals,

During construction of the project, the recipient shall do all

L Conduct work in compliance with the requirements of
IBAAC 4or 18 ALAC. 9, as applicable.

2. Emplov 2 qualified, registered. professional engineer to
directly supervise construction management and inspec-

tion.

Upon project completion. all of the following requirements

shall be satisfied:
L. The proiect shall receive a final inspection and obtain ail

certifications and approvals required by 18 AAC. 4 or
18.A.A.C 9. as applicable.

The recipient shall accept the project in writing,

Any required operation and maintenance manual shall
be completed.

As-built plans and specifications shall be submitted to
the Authority and the recipient,

Within 1 vear after project completion, the recipient shall
gertify that the project meets design specifications. If the
regipient is unable to submit the required certification. the

resipient shall submit o corrective action plan. This plan shall
describe why the project does not meat desion standards and

what will be done to comect the deficiency, tosether with a

schedule for the cotrective actions.
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